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FULL COMITTEE HEARING ON 
DISASTER RELIEF AND 
ACCESS TO CAPITAL LEGISLATION 


THURSDAY, MARCH 8, 2007 

U.S. House of Representatives, 

Committee on Small Business, 

Washington, DC. 

The Committee met, pursuant to call, at 10:00 a.m., in Room 
2360 Rayburn House Office Building, Hon. Nydia M. Velazquez 
[chairwoman of the Committee] presiding. 

Present: Representatives Velazquez, Jefferson, Gonzalez, Bean, 
Moore, Altmire, Clarke, Sestak, Chabot, Akin, Musgrave, West- 
moreland, Davis, Fallin, Buchanan and Jordan. 

Also Present: Representative Melancon (LA). 

OPENING STATEMENT OF CHAIRWOMAN VELAZQUEZ 

Chairwoman Velazquez. Good morning. I am pleased to call this 
hearing to order. 

First, I want to thank each of the witnesses that will be testi- 
fying today presenting their views and comments regarding the 
proposed legislation that we have before this Committee. 

This morning’s hearing will discuss two very important and dif- 
ferent roles that the Small Business Administration plays. Access 
to Capital and Disaster Assistance. 

This Committee has held two hearings on these topics and today 
we will review legislation that attempts to address many of those 
issues brought up during those discussions. The Disaster Loan Pro- 
gram was created for the purposes of providing financial assistance 
to entrepreneurs. However, as most of you recall Hurricane 
Katrina tested this initiative and uncovered many problems. After 
the storm the effected small businesses were brought down with 
paperwork and substantial delays in receiving much needed aid. 
There is no question that this cannot happen again and that our 
small businesses better. 

For the SBA to assist entrepreneurs they must have a disaster 
plan in place. Processes need to be streamlined and tools should be 
available to provide relief in a faster, more efficient matter. We 
also need to move away from the current one size fits all approach 
and broaden the type of aid for small businesses. 

This includes using vehicles such as bridge loans and grants to 
respond to the diverse needs of the experience. The disaster relief 
legislation being reviewed today, the RECOVER Act of 2007 does 
just that. 


( 1 ) 
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Clearly small businesses do not just need capital following a dis- 
aster. They need each and every day to start and expand their ven- 
tures. The SBA loan programs, while valuable, could be doing so 
much more. They were first developed to provide long term financ- 
ing. For these initiatives to live up to their original intent, we need 
to make them more affordable and accessible for small business 
owners. 

The Small Business Lending Improvement Act of 2007 intro- 
duced by Ms. Bean and Mr. Chabot will reduce the financial and 
regulatory burden placed on small businesses. Most importantly, it 
will make loans more economical while providing long term ability. 

HR 1332 will accomplish a number of important public policy 
goals. This legislation provides incentives for medical professionals 
to locate to low income areas and establishes a rural lender pro- 
gram to attract small lenders back into the program. 

Also, veterans returning from Iraq and Afghanistan will he able 
to secure funds to further expand their funds should they choose 
to do so. After all they have done for our country this is the least 
we can for them. 

This bill touches all aspects of the SBA lending initiatives, in- 
cluding 504. 

One thing about this program that has always stood out are the 
ties between local CDCs and the community. The Small Business 
Lending Improve Act of 2007 strengthen these ties by making 
much needed and long overdue changes. It also keeps the initiative 
affordable by enabling CDCs to improve the liquidation process al- 
lowing fees to remain reasonable. 

Today’s hearing will provide members with an opportunity to 
provide input and fine tune these proposals in preparation for next 
week’s markup. This country’s 26 million small businesses must 
have the ability to secure affordable capital in order to continue 
spurring economic development and job creation. It is not only im- 
portant that they are able to start their businesses, but if effected 
by a disaster such as Katrina, entrepreneurs must be able to re- 
ceive reliable and efficient aid. 

I believe the legislation being reviewed today strengthens: The 
Disaster and Access to Capital Programs giving small businesses 
the tools they need to be competitive and success. And I look for- 
ward to hearing the witnesses testimony. 

And now I will recognize Mr. Chabot for his opening statement. 

OPENING STATEMENT OF MR. CHABOT 

Mr. Chabot. Thank you. Madam Chair. And I’d like to thank 
Chairwoman Velazquez for holding this hearing in which we’ll re- 
view access to capital and disaster legislation. 

I also want to thank our witnesses for taking the time to share 
their thoughts and experiences regarding these important issues. 
And I especially want to thank David Main, a constituent from my 
District Cincinnati, and the President of the Horizon Certified De- 
velopment Company who I will be introducing shortly for making 
the trip from Cincinnati today. 

Already this Congress, this Committee has held hearings on the 
SBA’s response to the Gulf Coast hurricanes as well as the SBA’s 
primary loan programs, the 7(a) and the 501 programs. 
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During these hearings the Committee has had the opportunity to 
hear the experiences of a cross section of witnesses who use and 
participate in these important programs. After hearing these per- 
sonal stories it became apparent that some adjustments need to he 
made to make these programs better. 

For instance, I strongly believe we need to evaluate ways to ex- 
pand the 7(a) and 504 loan programs to provide opportunities to 
small business owners in rural areas and urban areas. However, I 
believe this should be accomplished without reverting back to the 
days when the viability of these important lending programs was 
dependent on receiving appropriations. 

Furthermore, I feel that veterans who choose to open a business 
deserve every opportunity to be successful entrepreneurs in their 
new lives as private citizens. And the SBA should be able to assist 
them. While this should also be done in a fiscally responsible man- 
ner, the terms of 7(a) loans for veterans should reflect their selfless 
contribution to defending our nation. 

Also of great interest to I think many of us, and I am sure every 
member of this Committee is rethinking the procedures used by the 
SBA to respond to a future national disaster, one that may or may 
not be similar to Hurricane Katrina’s devastation. I would certainly 
that we do not have a repeat of that anytime in the near or distant 
future because of the devastation that that caused. 

Reevaluation of disaster plans, including SBA coordination with 
FEMA and the mobilization of a standby personnel force to process 
disaster loans is crucial who will need help from the SBA Disaster 
Loan Program in the future. 

The legislation we will discuss today is critically important for 
existing small businesses, Americans who dream of starting their 
own business and those who may have the misfortune of having to 
pick up the pieces following a national disaster. 

I look forward to listening to today’s testimony and working with 
Chairwoman Velazquez in finding ways to improve these important 
loan programs. 

And I yield back the balance of my time. 

Chairwoman Velazquez. Thank you, Mr. Chabot. 

And I now I recognize Mr. Jefferson for an opening statement. 

OPENING STATEMENT OF MR. JEFFERSON 

Mr. Jefferson. Thank you. Madam Chairlady. And I want to ex- 
press my appreciation to you as well for the leadership you are pro- 
viding in this area and to Mr. Chabot in support of the work. 

I would like to also welcome Richard Baker from my home State 
who we will hear from just a minute and who is co-authoring one 
of the important bills under consideration. 

I will just limit my remarks to the disaster issues. In the Gulf 
Coast region SBA received about 422,000 disaster assistance appli- 
cations for the Gulf Coast hurricanes. Of these applications, 
159,000 or 38 percent were subsequentially approved and funded 
in the amount that just exceeds $10.8 billion. 193,751 applications 
were denied, and nearly 70,000 applications were withdrawn by the 
borrower for various reasons for complications and the rest. 

Of the funds approved for victims of these hurricanes, just under 
$5 billion has been dispersed as of January 22, 2007. 
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The SBA also lacked adequate service and support for its infor- 
mation and telecommunications systems making it difficult to con- 
tact perspective borrowers and for them to communicate with the 
agency. 

We had in the Gulf Coast, of course, the kind of experience that 
no one has ever seen before where you had people who were both 
homeowners and business owners out of both places at the same 
time and trying to qualify and provide records and information to 
the SBA that they were not just prepared to provide any flexibility 
for. And that is a big set of issues. 

I want to make two other small points. Madam Chair, if I can. 

There will be some discussion today bout the SBA lending pro- 
gram and its coordination with the so called Road Home Program 
that we are trying to use CDC money to get people back in their 
homes and to whether some of the efforts that we are pushing now 
to get some relief for small business people for homeowners, par- 
ticularly is double dipping. 

I just want to say to you that for most people back home the big 
problem is they have a mortgage on their house they have to pay. 
They get an SBA loan and the question is whether they can qualify 
for it because they may or may not have their jobs back in place. 
And the Road Home Grant comes along and they have to pay off 
the SBA loan, and they are just about where they were when they 
started out. And so we have got to make some sense out of that 
because no one wants to have our folks double dip with the Federal 
Government, but you also want to make some real sense out of 
what is happening to people in real a life situation. 

The other issue that we will talk about a little later, and Mr. 
Alford testifies perhaps I will ask him about, is the 8(a) program 
that is authorized by the SBA statutes. And what basically has 
happened there is that there is a nine year life for 8(a) contractors 
to enjoy the opportunities that the program presents. That life was 
interrupted by the storm. And so the question is to what extent are 
we going to extend that so that the program participant who was 
there in 2005 in August gets the same length of time and enjoy- 
ment of the 8(a) status as anyone else would. And so we think it 
may be reasonable to extend it by 15 or 18 months. And I hope we 
will have the cooperation of the Committee to get that done. 

Madam Chairlady, I will yield back. 

Chairwoman Velazquez. Thank you, Mr. Jefferson. 

And now I have the pleasure to welcome Mr. James Baker to the 
Committee. And he represents one of the most impacted area on 
the Gulf Coast. Richard. I’m sorry. 

Mr. Baker. I respond to a lot of things. Madam Chair. 

Chairwoman Velazquez. Do not get insulted by that. 

Mr. Baker. No, no. Not at all. 

Chairwoman Velazquez. You know, I am called Nardia, Nydia 
and it is just I know that it is an expression of love. 

Mr. Baker. Thank you. When Howard Baker became Reagan’s 
Chief of Staff I got letters congratulating me. 

Chairwoman Velazquez. And I want to thank you for the input 
and feedback. In fact, you worked closely with the Committee in 
crafting the legislation that we are considering today. 
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Mr. Baker, I believe that there are two challenges that are going 
to be before us. And that is the grant provision and the Road Home 
Grant provision. And I would like for you to address those in your 
statement, if you can do that. 

STATEMENT OF HON. RICHARD BAKER (LA), CONGRESSMAN, 
U.S. HOUSE OF REPRESENTATIVES 

Mr. Baker. Thank you. Madam Chair, Ranking Member Chabot, 
Members. 

I am pleased to be here. And I know you have a distinguished 
panel of witnesses to follow, so I will be as brief as possible. But 
I have deeply held convictions for a conservative Republicans who 
has deep and abiding faith in markets. But we are facing a recov- 
ery problem in Louisiana that the free markets cannot simply ad- 
dress today. And let me explain how. 

First, the Road Home Program, which is constructed at the State 
level and funded by the generously of the Members of Congress 
provided in rough terms about $10 billion for assistance to indi- 
vidual homeowners, not to exceed $150,000 per residence. As of 
February 1 of $10 billion, $31 million has been paid out to indi- 
vidual recipients at an average per household figure of $68,000. 
Something is not working. At that rate it will take 42.6 years to 
expend $10 billion. We don’t have 42.6 years. So we are needing 
some extraordinary diversion from the current set of rules that ap- 
pear to be constraining. 

The subject matter of the bill before the Committee today in one 
regard is with regard to SBA benefits. For example, an individual 
engaged in the restaurant business prior to Katrina entered into a 
$200,000 SBA loan. Landfall of Katrina, Road Home calculation, 
the person is entitled to assume, let us assume for the purpose of 
this illustration, $100,000. All $100,000 of that loan must go to- 
ward resolution of the SBA obligation, although it had nothing to 
do with Katrina, has nothing to do with the viability of the ongoing 
business enterprise. And whether than concern ourselves with dou- 
ble dipping, in this case there is no dip. There is nothing. 

The money goes from the Road Home Program, which is Federal 
dollars, back to repayment of a Federal lending obligation. The 
homeowner, the business person is right where they started: Zero 
with demolished properties on their real estate. 

And herein is the difficulty of the recovery. We were all to imag- 
ine ourselves as individual homeowners all living in this commu- 
nity in this room together. If I had all the resources in the world 
and I were to come back today to this community in which every 
structure, every fire station, every school, every hospital, every 
home, social order as we know it is now gone, do I want to spend 
by $200,000, $300,000, $400,000, $500,000 on this tract of land to 
rebuild my house not knowing whether my children will have a 
school, whether there will be a fireman on the corner or whether 
there will be a grocery store at which I can shop. You will not do 
it. 

And so much of the indecision in the recovery process today is 
that we lack a systemic ability to create a market opportunity. 

In Financial Services yesterday we took a very big step to pro- 
vide an initiative for that type of recovery. And what do I foresee? 
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One of the elements would be for an aggregating entity, in this 
case it is the New Orleans Recovery Authority, of which Mr. Jeffer- 
son is familiar, will be permitted to take control of various assets 
and aggregate them into a contiguous block. We will clean that 
property off, environmentally secure it and then sell it back into 
the market. So that the role of Government in this instance is to 
provide a mechanism where free market forces may work, where 
today they simply cannot. 

As part of that effort to provide an environment of restoration we 
also need to do one of the things that the Chairlady has mentioned 
that is contained in this legislation. And that is to set aside the 
SBA repayment requirement out of assistance provided to home- 
owners for rebuilding of their residences. And for that, I cannot ex- 
press deeply enough my appreciation for that approach. 

Why is that so essential? That will then give individuals the tools 
once the recovery has begun, once we have property ready to put 
back into the market to have the assets to rebuy property either 
where they used to live or in another location. 

It also is important from a small business perspective to realize 
that even if the small businessman was not adversely affected; I 
had a radiator shop guy, been in business for many, many years, 
quite successful. His problem is he does not have any customer. So 
we cannot build the radiator shop, we cannot just build the house. 
We have to have a systemic recovery plan where disparate and var- 
ious governmental resources are brought to bear simultaneously, 
which I have to report to you today. Members, is simply not hap- 
pening. And that is why you will continue to see the recovery lag 
until you take the extraordinary steps that is being proposed in 
this legislation. 

And I wish to make clear I do not believe the remedies being 
posed in this legislation should be ordinary and customary business 
practice. They should be very significantly constrained to instances 
which are multi-State, cover thousands of square miles in which all 
basic services are lost. So that we set in motion only an extreme 
remedy for an extreme adverse event. 

In many communities that suffer a partial loss of residences or 
public service delivery assets, they still have operating utilities, 
they still have grocery stores, they still have people on with their 
lives and you can build out from that back into the area of distress. 
In this case, St. Bernard Parish, a community of 67,000 people, six 
months after the storm made landfall there were 231 operating 
utility meters. 

Now, when you lose 66,000 plus individuals and all the resi- 
dences, how do you start the free market? 

And that then leads me to the discussion of what I know will be 
controversial to some of my colleagues, the grants proposals. 

First, it would be limited and constrained by the administrator’s 
judgment as to whether it is appropriate. 

Secondly, I suggested and the Chairlady adopted, a proviso that 
it be made only available to those businesses that were in existence 
and successfully operating continually for a period of two years pre- 
ceding the storm. 
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Thirdly, that the amount and whether the terms of that should 
be left solely to the administrator to decide, and the taxpayer best 
interest, how those resources can be utilized. 

Go to the French Quarter. There are restaurants which have 
been operating literally for well over a 100 years. They are in ter- 
rible circumstance. They do not have customers. Now how do we 
expect the tourism industry to come back if we continue to lose our 
marquee restaurants and facilities that are the magnet to bring 
people to the French Quarter? 

Believe me: People of Orleans want you out of their backyard. 
We want our lives back. We want our grocery stores to work. We 
want our kids to go to school. And we want to get on with growing 
our own prosperity. But in the short period of time where we are 
trying to build housing to get the customers of the restaurant back 
in the city, there may be a necessity for bridge loans for viable pre- 
viously existing successful business enterprises to continue with 
some special assistance during this period of recovery. 

It is extraordinary. I would never have thought myself in this po- 
sition, six months ago, a year ago, two years ago. But I have come 
to the conclusion that these extraordinary measures which you 
should restrict in the most significant way possible are absolutely 
essential for the recovery of this community and this part of our 
economy. 

Why is it important? The oil and gas activity, the seafood mar- 
ket, the port system which between Baton Rouge and New Orleans 
is the largest in the country. There is economic necessity for people 
to live in this part of the world and do what we do. 

Therefore, we must find a way for recovery to proceed in the 
most taxpayer responsible manner possible. And that comes from 
a marriage of governmental essentials married to economic free 
market recovery, which I believe we can move this program for- 
ward. But we certainly need this Committee’s assistance and guid- 
ance. And we will be happy to work with you in any way possible 
going forward. 

And for this time, I am most appreciative. 

Chairwoman Velazquez. Thank you, Ms. Baker. 

And I would like to add regarding the grant program. That is not 
opened ended and it just solely for this instance, the Gulf Coast 
disaster. 

Mr. Chabot, would you like? Any Member who would like to — 

Mr. Baker. I will take answers, too. 

Chairwoman Velazquez. Well, thank you very much, sir. 

Mr. Baker. Thank you very much. 

And now I will welcome the next panel to please take your seats. 

PANEL I: HERBERT L. MITCHELL, ASSOCIATE ADMINISTRATOR 

FOR DISASTER RELIEF, SMALL BUSINESS ADMINISTRATION; 

JAMES LEE WITT, CHAIRMAN AND CHIEF EXECUTIVE OFFI- 
CER, JAMES LEE WITT ASSOCIATES, A PART OF GLOBAL OP- 
TIONS GROUP, INC.; HARRY C. ALFORD, PRESIDENT AND 

CEO, NATIONAL BLACK CHAMBER OF COMMERCE; MARGOT 

DORFMAN, CEO, U.S. WOMEN’S CHAMBER OF COMMERCE 

Chairwoman Velazquez. Our first witness is Mr. Herb Mitchell. 
He’s the Associate Administrator for the U.S. Small Business Ad- 
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ministration Office of Disaster Assistance. He is responsible for ad- 
ministering, planning, developing all aspects of the SBA Disaster 
Loan Programs. 

Mr. Mitchell? 

STATEMENT OF Mr. HERBERT L. MITCHELL, ASSOCIATE 
ADMINISTRATOR FOR DISASTER RELIEF 

Mr. Mitchell. Good morning. Chairwoman Velazquez, Ranking 
Member Chabot and the distinguished Members of the Committee. 

Thank you for inviting me to discuss the legislative proposals ef- 
fecting the SBA Disaster Loan Program. My name is Herb Mitch- 
ell, I’m the Associate Administrator for Disaster Assistance at SBA. 

tinder Administrator Preston’s leadership we are well on our 
way to fixing the many problems experienced by disaster victims 
following Hurricane Katrina. The agency is seeing benefits of these 
new procedures in most recent disasters where over 98 percent of 
all the applications are currently being processed within 14 to 16 
days. 

We continue to focus on enhancing our training, improving our 
IT infrastructure, improving our systems and improving our plan- 
ning process. 

We are currently providing the States, both Louisiana and Mis- 
sissippi, with information to support their community development 
block grant funded programs. We are completing the process of re- 
engineering the loan underwriting process, the loan closing and 
disbursement process. We are finalizing the search plans of how we 
would respond in the future to catastrophic events. We are explor- 
ing ways to work with the private sector to provide more effective 
support. 

We hope through the legislative avenues of this Committee we 
can reach out to other disaster victims that the SBA currently is 
unable to assist with working capital. By granting SBA the author- 
ity to provide economic injury disaster loans to nonprofit entities, 
the agency would be able to help groups and such organizations 
whose main focus is to help others. 

The Administration has no significant objections to Title I of the 
draft bill. However, the Administration does believe the creation of 
the Associate Administrator for Disaster Planing is unnecessary 
and also limiting the reserve core staff to no more than 30 percent 
in any one region may adversely impact our recruiting efforts and 
unnecessarily increase the cost of the program. 

The Administration does have reservations with the second title 
of the bill as it relates to the lending aspects of the program. Sec- 
tion 203 would create a bridge for financing program where bor- 
rowers would likely pay higher fees and interest rates on the short 
term financing, and the Federal Government would then have to 
pay administrative costs for two programs to deliver the same as- 
sistance for short term loans, later refinanced through the regular 
disaster program. 

Section 204. Providing for noninterest deferment period of up to 
four years would require a massive subsidy in order to cover the 
interest subsidy costs during this period. 

Section 205. The Administration already has the flexibility to ad- 
justing repayment terms and can offer deferments up to two years 
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or more. Mandating that SBA set payments below what is afford- 
able and use specific deferment period will unnecessarily increase 
the cost of the program. 

The Administration has similar concerns regarding Section 206 
and the disbursement process. Making disbursements without re- 
gard to the amount of funds actually needed at the time may in- 
crease the risk of misuse of those funds. 

Section 207. The Administration would appreciate further infor- 
mation regarding this provision. As we understand it, the intent is 
to allow business loans under $100,000 to be made without allow- 
ing SBA to use the borrower’s personal homes as collateral. This 
prohibition would limit collateral and, of course, increase losses and 
effect the subsidiary costs of the program. 

Section 208. SBA believes there is a role for the private sector 
in assisting SBA in processing disaster loans in times of a major 
or catastrophic disasters and will continue to work with the bank- 
ing community to find a beneficial solution. We are concerned that 
mandating the use of private sector in specific situations would 
limit our flexibility. The Administration would prefer language al- 
lowing the Administrator to use these service at his discretion. 

The Administration is opposed to Section 210. This is duplicative 
of existing programs within the Federal Government. In fact, the 
State of Louisiana is currently providing grants to small business 
through the HUD CDBG funding program. SBA would be estab- 
lishing a new program to duplicate assistance already being pro- 
vided. 

The Administration objects to Section 211. If a disaster victim re- 
ceives an insurance payment or grant to assist in rebuilding a dam- 
aged property for which a disaster loan was provided, the Agency 
has an obligation to the taxpayers to ensure that Federal assist- 
ance does not exceed the amount of the losses. Under this provision 
a disaster victim could receive as much as twice the amount of Fed- 
eral assistance for the same loss. 

In regard to the increase in the maximum loan amount in Sec- 
tion 212, the Agency feels that it is not necessary. Our data shows 
that only 600 applicants exceeded the $1.5 million threshold in 
their damage assessments. The Administration is also worried that 
increasing the subsidized loan amount will lessen the incentive for 
those businesses to acquire sufficient insurance. 

In Section 213 the Administration understands the need to allow 
businesses to recover from disasters and our lending is based on 
that premise. However, SBA also believes that once a business has 
recovered it should repay the loan as soon as possible and minimize 
the cost to the taxpayers. 

While we certainly have some concerns with the legislation in its 
current form, we hope we can work closely together with you and 
Members of the Committee and your staff to make sure that in the 
future the problems that SBA faced in response to Hurricane 
Katrina certainly will not happen again. 

We look forward to your questions, and thank you for the oppor- 
tunity to appear today. 

[The prepared statement of Mr. Mitchell may be found on page 
47 of the Appendix.] 

Chairwoman Velazquez. Thank you, Mr. Mitchell. 
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And our next witness is Mr. James Lee Witt. Mr. Witt is cur- 
rently Chairman and Chief Executive Officer of James Lee Witt As- 
sociates, a public safety and crises management consulting firm 
that provides disaster recovery and mitigation management serv- 
ices to state and local governments, educational institutions, the 
international community and corporations. 

Mr. Witt has over 25 years of disaster management experience, 
including 9 years of service as Director of the Federal Emergency 
Management Agency. 

Mr. Witt, welcome. And I am personally very grateful that you 
are spending some time with us tMs morning. 

STATEMENT OF JAMES LEE WITT, CHAIRMAN AND CHIEF EX- 
ECUTIVE OFFICER, JAMES LEE WITT ASSOCIATES,PART OF 

GLOBAL OPTIONS GROUP, INC. 

Mr. Witt. Thank you. Madam Chair and Members of the Com- 
mittee. 

Thank you for giving me the opportunity to share with you some 
success stories as well as some thoughts and ideas that may be 
helpful to this Committee as you move forward. 

When I was Director of FEMA we depended on SBA. SBA was 
joined with us at the hip. All 350 disasters that we responded to, 
SBA was at our side responding to that community with us. 

SBA and FEMA even had cards that shared information for SBA 
on one side on their disaster programs and FEMA disaster pro- 
grams on the other side. We worked very closely together because 
it was important that the people that we were trying to serve saw 
that the Federal Government was responding and meeting their 
need and helping them, not only in the short term but the long 
term recovery efforts. 

And I really appreciate all the hard working folks at SBA who 
sacrificed their personal time with their families during disasters 
that I was there to make sure that we did provide the kind of cus- 
tomer services that the American people expected. 

Small businesses recovery is critical for community recovery, par- 
ticularly in short and long term. Small businesses in this country 
provide the most jobs in local communities. 

The SBA programs are a very important tool of Federal Govern- 
ment’s tool chest disaster recovery work. 

And I see the current situation for SBA has been very similar to 
what we faced when I was the FEMA Director. It is kind of like 
a deja vu all over again. I believe that many of the solutions for 
repairing SBA currently are very much like the ones that were 
needed at FEMA during the time that we started in 1993: Expe- 
diting assistance to victims; cutting red tape; better budgeting and 
planning; training and empowering. Empowering employees to 
make decision to be able to do their jobs. 

Congress and the oversight committees play a very critical role 
in the reinvention of FEMA. So I am glad to contribute to your 
work today. 

Leaders like Congressman Louis Stokes, Congressman Jerry 
Lewis, Senator Barbara Mikulski, Senator ICt Bond; all that had 
played a very, very critical in helping us to reinvent and refocus 
FEMA by providing not only support and policy and revolutions 
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and changes, but also funding. Make sure that we had the funding 
to do what we needed to do and had the tools to do our job within 
the Agency and working with states and local governments. And it 
was a bipartisan effort. 

Partnership between the Administration and Congress allowed 
us to look at legislative changes and clarifications, which we did. 

Prepositioning resources before disaster every happened, which 
was unheard of. 

Creating a Federal coordinating officers cadre, expanding the dis- 
aster reserve cadre, providing the funding to expand it to all FEMA 
ten regions and funding the training and maintaining that training 
and certification of these employees. 

We did not want to go through a response like FEMA had gone 
through with Hugo and Andrew. We wanted to make sure we had 
the people and resources in place to be able to respond to meet that 
need, no matter what the size of that need was. 

We did cross training of nondisaster program employees. We 
used technology to improve inspections and to improve our re- 
sponse to individual needs, particularly individual family grant 
programs and temporary housing programs. 

I mention my experiences at FEMA not to relive those days, but 
to offer some hope and encouragement, and possibly a blueprint to 
maybe to help you as Members of the Small Business Committee 
and SBA to begin working on it together. 

I believe the legislation that the Committee has drafted is what 
is needed to sorely improve the SBA Disaster Program. I agree that 
SBA must have comprehensive disaster response plans in place 
that incorporate an all risk, all hazard approach. SBA is training 
and exercising these plan with all of its partners at the Eederal, 
State and local level ahead of time. And it is critical for the agen- 
cy’s readiness. And I know that SBA also has a reservist corps. But 
it is important to keep these folks involved and trained so they re- 
main part of the disaster cadre. 

SBA and EEMA had ten regions. And if you look at those ten re- 
gions and if you look at the highest risk reasons, and if you maxi- 
mize the amount of disaster reservists that you could have in the 
highest regions, but also have them in all ten regions to support 
that area when you have an event like Katrina or the four hurri- 
canes in Elorida, to be able to deploy them to support that event, 
it is very important. But it is important to keep these people 
trained. You cannot respond to an event without trained people. 
And you cannot train people on the ground in the middle of a re- 
sponse and be effective. 

Cross train employ some other agencies, which we did, was a 
huge help for us. We would go out to Eederal agencies and said do 
you have employees that we can cross train to help us in a disaster 
operation center or help us in the field. And they were more than 
willing to allow their employees, particularly employees that were 
on a career path to get that experience, that knowledge and that 
capability. 

Also if SBA is not doing it already, they should do a cost analysis 
of what were the five most costly years in an SBA disaster declara- 
tion. With the exception of Katrina and Rita, your most costly. But 
what was the five year average cost per year of an SBA disaster 
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cost. And they probably already have that. But what we did and 
what worked so well with Congress and with 0MB was we were 
able to use that five year cost analysis to set up a contingency fund 
that was under 0MB that was budgeted, that you did not have to 
go back for supplementals every time you had a disaster declara- 
tion. And then all we would do then is go to 0MB and say we have 
a Presidential disaster declaration that’s going to cost $400 million. 

Our per year average for FEMA over five years was $2.5 billion. 
That might be helpful. I do not know. It is just a suggestion. It 
worked extremely well for us. 

When I was at FEMA we worked so closely with SBA. And one 
of the most important things that we did with SBA is when we set 
up the 1-800 teleregistration system at Hyattsville, Maryland and 
Puerto Rico and Denton, Texas and Mount Weather. Even Amer- 
ican Airlines as the backup system to us on teleregistration taking 
applications for people calling in. 

SBA was in that teleregistration center. We got a call from a 
small business that came to one of our teleregistrations people, 
they would just automatically switch it to SBA in that teleregistra- 
tion center. 

Let me just say this: During the time of the eight years that I 
was there I saw not only FEMA that was able to get individual 
checks to people that were eligible within seven days. I saw SBA 
that were able to take loan applications, process it and have it 
closed out within 30 days. 

They did a great job. But I want to say this in closing. You have 
to empower the SBA Administrator and the career people at SBA 
to be able to do their jobs and do it well and fulfill their role and 
responsibilities. And my hope is that with your help and with your 
legislation you can help create that atmosphere where that they 
can move forward, and they can cut the red tape and they can 
make sure that small business in this country and homeowners re- 
cover much fuller and must faster. 

We did a survey with SBA back, I cannot remember the year 
that we did this, particularly after some of the major disasters. 
And we found in even small, medium or large disaster, that small 
businesses that were effected by a disaster, up to 30 percent of 
those never recovered or never reopened. When that happens you 
lose the heart of a community. And I think SBA is in a position 
to help maintain not only the viability of a community, but also 
help in the long term recovery efforts far greater than any other 
Federal agency. 

So thank you. Madam Chair. 

[The prepared statement of Mr. Witt may be found on page 52 
of the Appendix.] 

Chairwoman Velazquez. Thank you, sir. 

Our next witness is Mr. Harry C. Alford. Mr. Alford is the Presi- 
dent and Cofounder of the National Black Chamber of Commerce. 
The National Black Chamber of Commerce is a nonprofit, non- 
partisan business association that represents over 95,000 black 
owned businesses and advocates on behalf of more than 1 million 
black owned business. 

Welcome. 
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STATEMENT OF HARRY C. ALFORD, PRESIDENT AND CEO, 
NATIONAL BLACK CHAMBER OF COMMERCE 

Mr. Alford. Thank you Madam Chairwoman, distinguished 
Members of this very important Committee. 

I appreciate the opportunity to discuss a few things that I can 
get off my chest. 

I notice the timers working now on me. The previous two did not 
have a timer. 

But, yes, Mr. Witt, those were the days. I remember my first 
meeting with Mr. Mitchell in 1994. The National Black Chamber 
of Commerce had maybe 18 chapters. And the SBA have over a 
staff of over 5,000 well trained individuals. They had a budget of 
$860 million. They were the resource for small business. 

Since 1994 small business has boomed. The African-American 
segment of the small business community has grown from 1997 to 
2002, according to the Census Bureau, a growth of 42 percent. 
There are over 1 million black owned businesses today doing very 
much and doing well. 

The State of Louisiana had the 11th highest population of black 
owned businesses in the nation. 

Since 1994 the SBA has been increasing and shrinking and 
shrinking each budget cycle less, less, less. It was set up to the 
point that a disaster was going to come, and Katrina presented 
that opportunity. 

We are faced with an ever competitive global market and yet we 
have dwindled the SBA to a point of anemia. Our readiness has 
been depleted and the SBA became a disaster waiting to happen. 
Eventually the challenge submerged at the start of Katrina. Yes, 
it was the greatest natural disaster in our recorded history, but the 
worse came with the response that could not even attempt to be 
adequate or meet the demand. 

I welcome the proposed legislation as improvement and as 
progress, and perhaps a turnaround to the attempts of many to do 
away with the SBA, to the point of it being almost lifeless. 

In terms of planning, the SBA should be required to develop, im- 
plement and maintain a comprehensive written disaster response 
plan based on the intensity of Katrina. Office space staffing system 
complete with coordination scenarios with applicable Federal agen- 
cies should be established as soon as possible. This plan should be 
tested through drills and exercises that would simulate a major 
disaster. These plans should be realistic with proper resources and 
not designed as blue skies. 

There should be a position established to administer the project, 
and an associate administrator for disaster planning should be cre- 
ated to coordinate with the SBA associated administrator for the 
Office of Disaster Assistance, FEMA and other Federal, State, local 
disaster planning offices as necessary. 

This officer will report directly to the Administrator and will be 
responsible for planning for and leading the agency’s annual train- 
ing exercises. It should go without saying that this person’s back- 
ground will be consistent with the duties assigned. In other words, 
let us not have a simple political appointment without rhyme or 
reason, Michael Brown, who will have a meltdown during the first 
crises. 
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In regards to lending we must have a comprehensive program 
that will significantly increase legislative limits on business loans. 
The process for personal and business lending should be stream- 
lined to expedite funding and a system that is punitive to the bor- 
rower in terms of repayment period and subsidies. We can enhance 
the lending authority for our preferred lenders so that they can 
originate, process and disperse home disaster loans for a small fee. 

Short term loans similar to the bridge financing provided by the 
Mississippi State Legislature should be provided so that businesses 
can get started immediately with the rebuilding while they wait on 
the traditional disaster loan process. 

Grants for certain conditions can also be considered in order to 
jump start local rebuilding of businesses that provide jobs to the 
effected areas. 

The SBA should have adequate funding for outreach and mar- 
keting. Businesses within our communities rarely know what the 
SBA is and its programs. I dare say that the majority of the over 
1 million black owned businesses in this nation do not know the 
address of the nearest SBA district office or the district manager 
and the applicable staff. Whether they are a mile away or 100 
miles away, there’s no adequate interaction. SBA where are you? 

Thank you. Madam. 

[The prepared statement of Mr. Alford may be found on page 60 
of the Appendix.] 

Chairwoman Velazquez. Thank you. 

And our next witness is Ms. Margot Dorfman. She is the founder 
and CEO of the U.S. Women’s Chamber of Commerce, an associa- 
tion that advocates for economic policy and community interest on 
behalf of women owned businesses. 

Welcome. 

STATEMENT OF MARGOT DORFMAN, CEO, U.S. WOMEN’S 
CHAMBER OF COMMERCE 

Ms. Dorfman. Chairwoman Velazquez and Ranking Member 
Chabot, Members of the House of Small Business. My name is 
Margot Dorfman. I’m CEO of the U.S. Women’s Chamber of Com- 
merce. 

And I am pleased to be here today to share the U.S. Women’s 
Chambers of Commerce strong support to the RECOVER Act of 
2007, an important piece of legislation that will give small business 
owners the security of knowing that the Small Business Adminis- 
tration will have an effective plan in place to meet their needs in 
times of crises. 

The 2005 Gulf Coast hurricanes had a dramatic impact on the 
small business members for the U.S. Women’s Chamber of Com- 
merce. But as much as they were alarmed by the damage the 
storm caused to their communities, they have also been shocked by 
how badly managed the disaster response has been. 

Time is of the essence in these emergency situations. For many 
of our members timeliness proved as important as receiving the as- 
sistance itself It was clear that the SBA was completely unpre- 
pared to deliver disaster assistance on the scale that was de- 
manded. And certainly not on a time frame that would have expe- 
dited recovery. Instead of executing a plan that was already in 
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place, the Administration reacted to events on an ad hoc basis, 
ramping up employees in locations as the demand grew. Unfortu- 
nately, that meant that by the time additional resources were 
added small business owners were already experiencing the terrible 
customer service that came to characterize the SBA’s handling of 
the response to the 2005 Gulf Coast hurricanes. 

The U.S. Women’s Chamber of Commerce enthusiastically sup- 
ports the RECOVER Act of 2007 because it requires the SBA to 
look ahead to future disaster and plan for a variety of possibilities. 
Readiness is the key to delivering timely, effective disaster serv- 
ices. 

This year communities around the country have called on the 
SBA to respond to a variety of nonhurricane disasters from ice 
storms in Iowa to tornados in Florida. It is vital that the strategies 
be in place to respond effectively to the needs of small businesses 
regardless of the location, size or the type of disaster. 

In addition to creating comprehensive disaster readiness plan, 
the RECOVER Act also requires the SBA to maintain those strate- 
gies over a long period of time. At the U.S. Women’s Chamber of 
Commerce we believe that this is a critical function of this legisla- 
tion. Although many people are still struggling to recover from re- 
cent disasters today, it is important that the SBA’s disaster readi- 
ness not be allowed to atrophy in the future when conditions for 
victims of the 2005 Gulf Coast hurricanes have improved. 

Ten years from now we hope to see the SBA with a robust, agile 
disaster loan program that has comprehensive and practiced plans 
for a variety of disasters. 

This legislation also makes important updates to the SBA’s dis- 
aster lending process, systems that the 2005 Gulf Coast hurricanes 
demonstrated were badly in need of modernization. By providing 
solutions to problems that the SBA had in processing and approv- 
ing and dispersing loans in a timely manner, the RECOVER Act 
will increase legislation recognizes that assisting small business 
owners after a major catastrophe is not a one size fits all propo- 
sition. It will give the SBA more tools to provide small businesses 
with relief depending on their individual circumstances, including 
bridge loans and grants. 

This legislation will allow the SBA to get private lenders in- 
volved to provide timely and effective service to business owners in 
these disaster situation. Entrepreneurs will have access to the 
same affordable SBA loan with low interest rates and long repay- 
ment terms, just at a different location serviced by a bank in their 
community. 

In closing, I want to thank the Members of the Small Business 
Committee for actively addressing the problems so many business 
owners experience after the hurricanes in 2005. It is critical that 
we learn from those experiences the kinds of stories we are still 
hearing from our U.S. Women’s Chamber of Commerce members 18 
months later and make the needed changes that will ensure that 
if such a terrible disaster happens again, the SBA will be in a bet- 
ter position to help entrepreneurs get back on their feet. 

I thank you again for your time today. And I welcome any ques- 
tions that you may have. 
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[The prepared statement of Ms. Dorfman may be found on page 
64 of the Appendix.] 

Chairwoman Velazquez. Thank you, Ms. Dorfman. 

Mr. Witt, the Administrator of the Small Business Administra- 
tion has said that oversight and legislation was not needed to ad- 
dress the problems in the disaster program and that operational 
fixes in the Agency’s internal policies and procedures offer a better 
solution. Would you agree with that perspective? 

Mr. Witt. Well, it would be hard for me to determine whether 
or not I would agree or disagree with them. Of course, I have not 
looked at SB A at a long time. But after looking at the legislation 
that you have put forward, I think the SBA working with this 
Committee on that legislation would be an advantage to them to 
improve the services and the capability of SBA for the future. 

So, you know, just based on what you are going forward with I 
think should help SBA substantially in their processes and what 
they do everyday. 

Chairwoman Velazquez. Mr. Mitchell, last month I asked Ad- 
ministrator Preston for the specific time as to when the agency will 
have implemented a comprehensive written disaster plan with data 
from disaster simulations. We are now one month closer to the next 
hurricane system. What can you tell us? 

Mr. Mitchell. Well, the Agency had made substantial progress 
in getting a plan in place. The Deputy Administration has been 
designated the point person on this, and she has all of the Agency’s 
resources available. 

I can tell you just this week there have been at least eight or 
nine people working pretty close to four to six hours a day in terms 
of — 

Chairwoman Velazquez. When are you going to have a plan, sir? 
Our concern here is — 

Mr. Mitchell. I understand. And the Administrator has charged 
the Deputy with getting that done. 

Chairwoman Velazquez. He is going to charge the Deputy? 

Mr. Mitchell. She has already been tasked with getting that 
plan done and presenting him with a draft to start the internal re- 
view process. 

Chairwoman Velazquez. The Administrator was before this 
Committee close to a month ago. And I think that we all saw what 
happened with the inefficient, ineffective response coming out of 
the Small Business Administration. Here we are a month before 
the next hurricane season and you are telling me that just the Ad- 
ministrator charged the Deputy to come up with it? 

Mr. Mitchell. A lot of work has already been done in terms of 
developing the service plans, developing scalability models, looking 
at the forecasting data, pulling all of the information together in 
terms of how we are going to coordinate with the districts. 

Chairwoman Velazquez. Are you telling me 18 months later 
after Hurricane Katrina touched down, the SBA does not have a 
plan? 

Mr. Witt, in its most recent report the General Accounting Office 
recommended that the SBA consider using disaster simulations 
and catastrophic models in its disaster planning process. In his tes- 
timony before the Committee, the SBA Administrator said that 
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these tools are cost prohibitive. In your experience what is the 
value of these values relative to the cost? 

Mr. Witt. Well, I think probably, you know, we used to does this 
all the time, and I know they still have this as FEMA as a mod- 
eling tool. 

We did a simulation on Miami with a category 4 hurricane hit 
in the city of Miami using the model. And the estimated losses 
there at that time, back in the ’90s, it was like $85 billion just for 
the city of Miami. 

So you can take any of the Federal agencies that has the mod- 
eling capability, whether it is SBA or FEMA or Corps of Engineers 
or DoD. You can utilize those existing modeling simulations and ca- 
pabilities to do what you need to do and looking at all your high 
risk states or local communities and come up with a simulated cost 
of what you particularly have in case they were hit. 

Chairwoman Velazquez. Are there more cost effective ways to 
integrate these tools into the disaster planning process? 

Mr. Witt. Absolutely. In Lafayette, Louisiana, the University of 
Lafayette, and at many universities in the United States are doing 
modeling, just as we speak, and has the capability to link into any 
Federal agency. 

Lafayette University has the third largest super computer in the 
world. You can give them a simulation or a different scenario, they 
will plug it in that super computer and they can spit you out a 
model instantly. And any Federal agencies or any local govern- 
ments can access this. And it’s very cost effective. 

Chairwoman Velazquez. One other thing that we gathered from 
the hearings that we conducted regarding the disaster relief lack 
of planning and inefficient response is that the disaster planning 
is decentralized and fragmented. The Agency delegates planning to 
local agency officials. And their reason is that these individuals are 
in the best position to estimate the Agency’s needs. 

The Agency maintains a variety of documents detailing the SBA’s 
policies and procedures for responding to a disaster. In your experi- 
ence is this approach adequate to fulfill the need for comprehensive 
disaster planning? 

Mr. Witt. I am just basing this on my experience in what we 
have seen and done. 

It is very important whether you are a local government, a State 
government or a Federal agency in the Department of Federal Gov- 
ernment that you have a plan that is in sync with not only at the 
national level, but also in all the district and local levels. And that 
plan is not only exercised and tested. Because if you just have to 
do the planning and the exercising in the region or the district 
level, then if you have an event and have to respond, there is no 
way that the national and the local and the region is going to be 
in sync. So you really need a national plan for a Federal agency 
that is linked to the national response plan. 

Chairwoman Velazquez. Thank you, Mr. Witt. 

Mr. Alford, you heard the testimony from the Administration’s 
position regarding the disaster, the RECOVER Act. And they say 
that the grant program under this legislation is duplicative of other 
programs in the Federal Government like the CDBG program. 
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Based on what you have heard from your members why is not this 
program duplicative of any other grant program that exists today. 

Mr. Alford. Well, first the Community Development Block 
Grant money is not reaching our businesses in terms of Louisiana 
and New Orleans, it is good for home ownership and it is good to 
pay off some federal debt. You know, it is HUD covering the back 
side of the SBA loan program. It is doing nothing for individual 
businesses. 

Secondly, the whole administration of this Road Home Program, 
John Gotti could not have written a better picture where you have 
got D.C. grants, D.C. contracts going to people who have to clue of 
how to manage this program. And they are raking the money off 
of the top. They were trying to give out home loans without ap- 
praisals. And people were being lowballed because they were not 
adequately appraised. So after all the complaints they come up 
with a group of appraisers from California to come to Louisiana. I 
think Congressman Jefferson will tell you, there are plenty of good 
appraisers in Louisiana. But that message is sent that this is about 
grab bag money, it is not about business development or disaster 
relief. 

And for the SBA to say that is good enough when they should 
be the experts at providing grants to businesses and have a data- 
base of businesses and know the ones that have a good chance of 
recovery with a little grant money, why are they walking away 
from that? Why are they shying away from that? Why are they not 
embracing that idea? 

Chairwoman Velazquez. Thank you. 

Now I will recognize Mr. Chabot. 

Mr. Chabot. Thank you. Madam Chairwoman. 

Mr. Mitchell, if I could start with you. I just wanted to state for 
the record that we share the concern of the Majority on preparing 
a disaster plan, getting it done. You know, we certainly do not 
want something hastily thrown together just to get it done. It 
ought to be done right. But it certainly should be a priority of the 
SBA. And I would assume that it is a priority? 

Mr. Mitchell. Well, we wholeheartedly agree and this Adminis- 
trator is committed to getting it done. 

Mr. Chabot. Okay. 

Mr. Mitchell. Certainly committed to getting it done. 

And on the area in terms of catastrophic risk modeling, we are 
looking at the data. We have already met with the folks from 
FEMA. We have access to their information. And our plan is to 
take that data and those models and test our plan against that 
data. 

Mr. Chabot. Thank you. 

Let me follow up. Has the SBA estimated the cost of performing 
an annual disaster simulation exercise? 

Mr. Mitchell. Well, we have looked at various models in terms 
of, you know, do we do a full scale exercise, do we do tabletops, do 
we exercise certain portions of the plan. For example, the field op- 
erations. And, obviously, there could be a myriad of things that you 
could do. It could range, our estimates, anywhere from as low as 
$50,000 to a million dollars. 

The plan is to have a series of exercises over a period of time. 
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Mr. Chabot. All right. Thank you. 

Mr. Witt, let me turn to you if I can. 

What role should business interruption insurance play in a busi- 
ness disaster preparation? 

Mr. Witt. A very important role. You know, if a business has 
business interruption insurance, it is much easier for them to re- 
covery much faster. 

I also want to speak just a moment about the grant program that 
we were speaking of real quick. 

Mr. Chabot. Okay. 

Mr. Witt. The grant program for a small business that has been 
approved for a small business loan, particularly acting as a bridge 
to be able to get that recovery effort moving, particularly in cata- 
strophic events like Katrina is really, really critical. 

You know. Governor Blanco set up a bridge loan to the parishes 
because they had zero revenue. And these communities right now, 
these small businesses, they cannot go back and get started back 
without some bridge of some help. But many times, and Herb will 
tell you this, he went with me many times to many events. But the 
business interruption losses, a lot of small businesses across the 
country do not have this. They cannot afford it. And so they are 
in a situation of providing jobs for 5 people or 10 people and keep- 
ing their businesses open, and they have to cut costs everywhere 
they can. You know, it may be health insurance, it may be others. 
But a lot of them cannot afford that and stay in business. 

Mr. Chabot. Thank you. 

Mr. Alford and Ms. Dorfman, in the time that I have remaining 
I would like to ask you all a couple of questions. 

Both of your organizations had members effected by Hurricane 
Rita and Rita and Wilma. How many of those members, if you 
know, are still not fully operational relative to the businesses? 

Mr. Alford. I would guess 70 percent. 

Mr. Chabot. Seventy percent are still not operational? 

Mr. Alford. Not operational. And the ones who are operational 
were just very exceptional individuals. Strong individuals with 
some good strong savvy and could go to the President of Shaw or 
Bechtel and come out with some business. But those relying on the 
SBA to get them contracts in this rebuilding, they have not re- 
ceived anything. 

Mr. Chabot. Ms. Dorfman? 

Ms. Dorfman. I would say the majority of ours have, as well, 
they are still in challenging situations. Many of our members actu- 
ally moved out of the area so they could start business again. Many 
of our members have not received loans to date. So there is still 
an ongoing problem in the region. 

Mr. Chabot. Okay. Thank you. 

Yes, Mr. Alford? 

Mr. Alford. If I could say, the President of the New Orleans Re- 
gional Black Chamber of Commerce has a cement company. And he 
was the first black contractor to be utilized in the Katrina disaster 
by way of the Corps of Engineers stealing $300,000 worth of his 
sand that he had warehoused at the New Orleans Air Port. And 
that was two years ago, just about, a year and a half He has not 
been paid for that $300,000 yet. 
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Mr. Chabot. And finally, how hard is it for your memhers to 
plan recovery in areas that were effected by Hurricane Katrina 
when they do not know whether the area will have sufficient resi- 
dents to support their businesses? And that was mentioned by Mr. 
Baker, Congressman Baker in his testimony. But I would like to 
hear from you all, if we could. 

Ms. Dorfman. Well, it is very difficult. Some of the challenges 
that our members had when the hurricanes first hit was I have one 
member who when I spoke with her, she had lost her home, she 
had lost her business and she lost her mother. So we are talking 
devastation that is unthinkable. And now she has to think about 
how do I find an SBA loan? How do I actually go about it? 

When they finally got her the paperwork she was overwhelmed 
and she could not even continue forward. And I think that is what 
we are looking at. It is more then, gee, there is an issue and we 
have to get a loan. There is a great deal of trauma and grief that 
is going on. And those businesses who are having trouble just keep- 
ing their heads up, let alone where is my paperwork because my 
computer system is down, so I don’t have the documentation to file 
to get a loan. That is where the grants are going to be so important 
to come in to help in that interim while they are trying to pull that 
information together so that they can actually apply for a loan and, 
hopefully, get one. 

Mr. Chabot. Thank you very much. 

Ms. Alford? 

Mr. Alford. Yes. You really have to admire the resilience and 
the creativity of a lot of the people, particularly in New Orleans. 

There is a barber who put up a tent at a gas station, on the 
grounds of a gas station and got a generator and reopened his bar- 
ber shop in that tent. Last month he moved into a building. 

There is a lady who waits tables at the W Hotel who was realtor 
prior to Katrina. She and her sister moved in together and they 
rented out the lower level of their house, which was gutted. They 
rented out the lower level to a contractor who will bring spare 
parts and pieces and drywall and start reassembling their house. 

But it is that kind of resilience that are making them stand on 
their feet and get back together. It is a shame they are their own 
though. It reminds me of my grandfather during the depression. 
Have we not come beyond that? 

Mr. Chabot. And that is why I want to commend the Chair- 
woman for holding this hearing. Because with the resilience of the 
people and what they have done to try to bring their lives back to- 
gether, it is unfortunate that the Government was not up to the 
tesk, and we need to learn those lessons and do much better the 
next time. 

Thank you. 

Yield back. Thank you, Mr. Chabot. 

Mr. Jefferson. 

Mr. Jefferson. Thank you. Madam Chair. 

It is hard to know where to begin with the questions. 

Let me ask you about the small business loans and how they 
have affected your members. 

Well, let me just make a statement. The CDBG money that is 
available to small business is very, very small. Out of the money 
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that the $10.5 billion has been allocated, as I am sure the Com- 
mittee members know, only $168 million has been available to 
small businesses and small business grant. Of that amount, there’s 
a limitation. No small business may receive more than $20,000. 

So if you receive a $20,000 grant and then you are lucky enough 
to get an SBA loan, you pay that $20,000 to the SBA when no one 
would claim ever that it is enough to get your business going. 

So how is it a duplication? The only way it could ever be a dupli- 
cation is if you got enough to fully recover your business, and this 
is on top of that. That is not happening. 

So the argument that this a double dip for people in Louisiana 
is quite misplaced and I really wish the Administration would 
think about that and try to help us find solutions and maybe tone 
that idea down. 

The same would apply to homeowners. And I just got to ask you 
about this. So Mr. Mitchell, you would agree with me that in a case 
where the Road Home Program — not Road Home, the CDBG is 
only $20,000, there is hardly any chance for a duplication. Would 
you not agree with that? 

Mr. Mitchell. Well, there is a great deal of flexibility when you 
are working with small business. And what we are really talking 
about here is working capital and what the purpose of that grant 
fund is. 

Obviously if it is going to repair, replace the same thing that we 
have made the loan for in terms of the physical loan, obviously we 
have to take a look at that. But I would suspect that most of these 
cases it is going to operating capital. And in most cases we are able 
to determine that there is additional injury or additional recovery 
period. And I would dare say in the majority of these cases there 
would be no duplication. 

Mr. Jefferson. I would think not. I would think hardly any of 
it there would be duplication. And just to put people through all 
these hoops to go and explain it that it is not duplication, it just 
delays process. We need to find some more mays of dealing with 
it. 

Mr. Mitchell. Right. Understand. We have a team of folks that 
are working this. Our average turn around time right now on all 
of the grant program is three hours. Once we get the information 
the state — 

Mr. Jefferson. What is it now? 

Mr. Mitchell. Three hours. 

Mr. Jefferson. Three hours. 

Mr. Mitchell. We are able to basically do that process, get it 
done in three hours and get them the information back the next 
day. 

Mr. Jefferson. Well, I would like to see the report on that, you 
know, that sort of experience. Because it is not what we hear. 

And let us talk about the Road Home Program money. 

Mr. Mitchell. Yes. 

Mr. Jefferson. It is equally problematic. And I think you should 
understand how it happens. Here is a reading from the “Times Pic- 
ayune” from which I do not read all that much, but nonetheless 
here is what I think is worth reporting to you. 
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“If you receive an SBA loan for personal property,” this is quoted 
from a resident there. “The way the SBA loan reads is if someone 
comes along and gives you some other money for this, you got to 
pay the SBA back” this Ms. Alan Langhorn says. This is a resident 
whose home flooded with about five feet of water. They say oh, that 
is duplicate funds, so they demand their money back. 

With the Road Home Program what happens, he asked. If a per- 
son gets $150,000 from Road Home Program but SBA already gave 
that person $90,000, suddenly you only got $60,000 the person 
says. 

Clearly this is an extraordinary circumstances. So the normal 
standard SBA contract everyone is signing right now should be dis- 
regarded. 

Tell me how you would deal with that. Here is a person, the only 
again this would ever be a duplication, that the person got enough 
to fully bring the house back. And here is the reason why they do 
not. Most people have a mortgage on the house and they are trying 
to pay the mortgage payment. They go to the SBA and they say 
I want a loan. The SBA, they may go out assess the damage and 
say you need a loan for, let us say, $200,000. But you are already 
paying a note, so therefore you cannot afford the whole amount. So 
this is all that is available to you. 

So you make a decision and you do what you can, and you get 
a $100,000 when you know it takes $200,000. Road Home Program 
comes along and they never give you 150. Forget that. The average 
grant amount is 68. But that is also skewed. Because the folks that 
are getting them now are the people who have the better houses 
and who are able to make their case better than the folks who have 
the less good houses. So you are going to see that $68,000 figure 
go down and down over time. 

But bottom line is no one is getting from the SBA, hardly any- 
one, is getting what they need to build back because they cannot 
prove they can pay the loan back. And consequently, they are just 
getting what they can and then hoping that Road Home Program 
will fill in the gap. But then Road Home Program comes along and 
it is just taken away, and they hardly ahead and they cannot get 
back home. 

So do you not agree that there is need for some way to get after 
this differently than just saying it is double dip? 

Mr. Mitchell. Well, I think you have to start with the premise 
that the laws that are in place prevent us from providing assist- 
ance for the same loss using Federal dollars. 

So if the loss to the property, let us say, is $100,000 and we 
make a loan for 100,000 and that home is rebuilt with that 
100,000, next they get a grant for a 100,000. The grant goes and 
it is for the purpose of repairing and replace that home, it goes to 
pay down the loan. The net result is, yes, that individual still had 
a mortgage but they had a mortgage predisaster. But they end up 
in a situation where they have their home repaired with no doubt. 

Now, in doing the calculations if in fact the amount that we have 
determined is not sufficient, we simply increase the eligible amount 
which then allows them access more to the grant funds. 

Mr. Jefferson. I am afraid that is not how it is happening. 
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Mr. Mitchell. I can tell you that we have processed over about 
3600, and only about 20 percent of these actually end up being du- 
plications. But we are required to look at it, at least look at it. 

Mr. Jefferson. But what is happening to folks back home is 
they are having to pay these loans off and they are getting small 
grants and they are not getting enough to get back into their 
homes. 

So now you say in both cases that the people can come and 
present the evidences, then they can get relief. It is an awfully 
hard process. You say three hours. God, I wish it were three hours. 
I hope it is. But we do not find that to be the case. 

Here is what we need from you. 

Mr. Mitchell. Yes. 

Mr. Jefferson. Some ideas about how to make this work. If you 
do not like Section 211, give us something other than just an objec- 
tion it is duplication. That does not help. Because people really are 
suffering through this. 

Mr. Mitchell. Understand. 

Mr. Jefferson. And it does not really help to have a case-by- 
case review. 

Now the big problem is people are not qualified both on the busi- 
ness side and the homeowner side for what they need to build back 
their homes. That is the fundamental problem. They do not qualify 
because they have another, in the case of a homeowner, another 
mortgage. In the case of a small business, he cannot prove he is 
going to have customers or he cannot make projections on the busi- 
ness as he normally could. So they are both in terrible positions. 
And it just absolutely does not work to treat it as a normal cir- 
cumstances. 

Mr. Mitchell. The only thing I would really suggest, I mean 
part of the challenge here is figuring out if you are going to struc- 
ture a program how they do not duplicate and you still meet the 
peoples’ need. I mean, if you start from that basis — 

Mr. Jefferson. I am asking you to help us do that. 

One last thing, Mr. Alford, I want to ask you this question. I 
have talked — and I do not know whether this is the place to do it. 
Madam Chairlady, in this bill. Maybe in a stand alone we would 
find some way. But we have 8(a) contractors back home who nor- 
mally enjoy nine year life on the program. They had their enjoy- 
ment of that privilege interrupted, as well as anybody in small 
business down there. So they got 7° years, as you say, with the 
year on top of it instead of nine. Do you not think it is fair that 
we find someway to extend the life of the 8(a) contractor? Not to 
extend it past 9 years, of course, but extend it up to 9 years to the 
extent that they — let us say we had another 18 months just to the 
enjoyment of the program if they were in the New Orleans area or 
the St. Bernard or any other place that was effected. So that they 
may have the same privileges anyone else in the 8(a) program? 

Mr. Alford. Absolutely. And in fact during this recovery, 8(a) ac- 
tivity, real 8(a) activity, small minority businesses in the 8(a) has 
been cut off. Alaska Native corporations, large white owned, white 
managed male owned with a little paper transaction subsidiary to 
a tribe in Alaska, they have garnered over 80 percent of the con- 
tracts let by the Federal Government in the disaster recovery. 
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I cannot get from the SBA the latest procurement report that 
would list the 8(a)s doing business, because they know I am going 
to go analyze and make phone calls and travel down there that see 
that these 8(a) firms are not even active in the contracting mix. 

So, yes, it should be stretched for those who are out of business. 
And for those who are actually in business now who have been fro- 
zen out of the Federal procurement process. 

Mr. Jefferson. Madam Chairman, do you think that some way 
this Committee can ask this information that Mr. Alford and others 
cannot get. Just to see how much 8(a) has been utilized now in this 
recovery effort? 

Mr. Alford. Madam, I personally asked Administrator Preston 
about six months ago, and he informed me that he was get it right 
to me. That was six months ago. 

Chairwoman Velazquez. Mr. Jefferson, we are going to be look- 
ing at the contracting practices.. And we will be holding a hearing. 
We are planning to hold a hearing in the Gulf Coast. 

I now will recognize Ms. Clarke. 

Ms. Clarke. Thank you very much. Madam Chair. 

And thank you all for your testimony here this morning. 

It is really troubling, Mr. Mitchell, to see that this issue of plan- 
ning seems to be stuck in a rut. Everyday life goes on and we do 
not know what disaster will bring. Can you say today what time 
frame we are talking about, not only for the plan — 

Mr. Mitchell. Sure. 

Ms. Clarke. — but its implementation? 

Mr. Mitchell. Sure. Well, clearly the intent is to have the plan 
in place before the next hurricane season. But I can also tell you 
that parts of the plan area already — 

Ms. Clarke. But with all due respect, hurricane season begins 
next month. 

Mr. Mitchell. June 1st. 

Ms. Clarke. June 1st. So you are saying June 1st we should ex- 
pect a plan? 

Mr. Mitchell. The plan will be in a place. But I can also tell 
you that parts of the plan are already in place and we are using. 
We are using the forecasting models. We are using the scalability 
models everyday. You know, in terms of the plans dealing with how 
we upgrade the systems in space, we have already implemented 
those things. 

You know, it is a matter of pulling all of this information to- 
gether to come up with a final product. But components of the plan 
are in place and being used everyday. 

Ms. Clarke. And do you believe that its implementation is effi- 
cient at this stage? Where would you rate implementation? 

Mr. Mitchell. Absolutely. 

Ms. Clarke. That is the critical piece. We can plan from here to 
eternity, it is how we implement it. 

Mr. Mitchell. And that is a good point. I mean, and part of the 
challenge here will be once the plan is in place to use the plan is 
in place to use the scalability models and the exercises to test it. 

And, obviously, we have not had the type of events. But I can tell 
you in all of the disasters since Katrina, implementing some of the 
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changes that we have made, we are at 98 percent of applications 
being processed in 14 to 16 days. 

Ms. Clarke. And so this Committee can expect to have a plan 
in place by June 1st? 

Mr. Mitchell. The commitment of the Administrator is that the 
Agency will have a plan in place prior to the hurricane season. 

Ms. Clarke. And we should be able to receive that plan? 

Mr. Mitchell. It is an Agency wide plan. And, you know, the 
Administrator is committed to getting that plan done. 

Ms. Clarke. Thank you very much, Mr. Mitchell. 

I yield back the rest of my time. Madam Chair. 

Chairwoman Velazquez. Ms. Bean, you do not have any ques- 
tions at this point. 

Now I will recognize Mr. Melancon. 

Mr. Melancon. Thank you. Chairwoman Velazquez. And I want 
to thank you and the Ranking Member for you all to waive the 
rules to allow me to sit with you today on the dais. 

Mr. Mitchell and Mr. Jefferson went into a few of the things. I, 
too, would like to see that 3° hour process. My last numbers that 
I understand that has been approved, is what, 38 percent of the 
loans that have been applied for in Louisiana or in the Gulf Coast. 
I’m not sure whether it is the Louisiana Gulf Coast have been ap- 
proved. 

What I found about the military during the immediate aftermath 
of the storms is they are a can do organization. What I find of SBA, 
it is a cannot do organization. 

As you are aware, we had an applicant that was a going busi- 
ness. The problem that they had every time they came in and we 
tried to appeal, there is a different reason for declination. The final 
we came in with was there was a program available by SBA that 
they qualified for, which they needed the more money and this pro- 
gram specifically allowed for more money. But for whatever reason, 
the department chose not to implement or use this program be- 
cause it would have set a precedent. What is the precedent? The 
precedent was set when the storms came in. 

So why do you not use the tools that have been given to you to 
help the people that have suffered this catastrophic events? 

Mr. Mitchell. Well, obviously, I cannot discuss the specifics of 
the case. And obviously we have talked about this particular case. 
This was a case of whether or not the business qualified as a major 
source of employment. And I guess the issue centered around 
whether or not they qualified based on their projected activity as 
opposed to where they were predisaster. And that was basically 
issue. 

Mr. Melancon. Yes. Well, you know, we went through that for 
the better part of a year and every time we went in there was a 
different reason why they could not qualify. 

Mr. Mitchell. But I do want to clarify the 3° hour turn around. 
I was talking specifically about the grant process and not about the 
processing the loans. In terms of when we get the information from 
the States of Louisiana, Mississippi in terms of whether or not 
there is a duplication of benefits, that process is taking about 3° 
to get done. 
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Mr. Melancon. Well, and let me ask you this because I have 
been told by several people that the SBA offices in the New Orle- 
ans metropolitan area that have been open have summarily been 
closed about every six weeks, the phones disconnected and no for- 
warding phone numbers or addresses given. Can you explain that 
to me? 

Mr. Mitchell. That is the first I have heard. I have to look into 
that whether or not that is the district office or the disaster recov- 
ery office, or — 

Mr. Melancon. I would expect disaster recovery because it is in 
the city area. 

Mr. Mitchell. Both of those are in the same building. But I can 
check into that. 

Mr. Melancon. I wish you would. 

Mr. Mitchell. Yes. 

Mr. Melancon. Mr. Jefferson touched on some of the things 
about the SBA paydown. And I agree with him. I think it is abso- 
lutely ludicrous. We are trying to help people recover. A loan is a 
loan and they have got to pay it back. A grant is a grant and that 
is going to help them get back on their feet. And to tell then they 
have got to give money back because it is Federal money, all we 
are doing is sending money from this end of the Government and 
then sending it back from the other end of the Government. And 
you are not doing them any good. Government is just getting its 
money circulated around. 

But with the bridge financing, you mentioned that the Adminis- 
tration has concerns over the Section 203 of this bill would create 
a bridge financing program in SBA. And I am aware that there was 
one major problem experienced by our business post Katrina. They 
waited six to eight months for SBA disaster loans, even longer for 
disbursements. And had to wait ten months for large scale state 
bridge loan financing. 

I understand that the position of the Administration is that state 
funded bridge loans are state programs financed by Community 
Development Block Grants funds are the solution. Not having SBA 
provide immediate short term financing to keep business afloat 
after a catastrophic disaster. 

Why would the SBA oppose being given additional tools that 
could be used following another catastrophic disaster? 

Mr. Mitchell. Well, I think the issue here is whether or not we 
would have to basically fund both sides of it, the administrative 
costs on both the guarantee side and also doing it direct. I mean 
there is no question that there is a need for direct immediate as- 
sistance. The question is, you know, how do we come up with a so- 
lution that basically does not increase the cost of the program? 

Mr. Melancon. So SBA is not about helping Americans get back 
on their feet after a disaster. They are about worrying about the 
program costs. And, of course, I look at what has happened right 
now with Dumas, Arkansas. They are not getting much better 
treatment. 

The Administration believes that the States and not the SBA 
should be the conduit for the bridge loans, is that what you are 
telling me? 
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Mr. Mitchell. Well, I think in looking at this proposal the ques- 
tion is how can we basically come up with a solution that mini- 
mized the cost of the program and provide the assistance to the 
small businesses that they need. This is one of the reasons why the 
Administrator is so focused on the operational side that we can 
eliminate some of the problems and delays and provide that assist- 
ance through the program and through the process that we have 
in place. 

Mr. Melancon. Mr. Jefferson touched on, and I will go back and 
ask, why would the SBA oppose providing more tools to itself to 
help the people after disasters? 

Mr. Mitchell. I do not think SBA’s opposed to having additional 
tools. I think the focus is how do we come up and identify solutions. 
I mean we agree that there is a problem that needs to be solved. 
The question is how do we work through and come up with a solu- 
tion that balances both sides of it, from a costing standpoint and 
what the small business actually needs. 

Mr. Melancon. Well, we have been 18 months. We have not 
come up with a solution, have we? 

What I hope to accomplish and with the help of the Members of 
Congress that have been willing to give us the help is to prevent 
anybody in any part of this country from having the experience 
that the people in the Gulf Coast have had with SBA, with FEMA, 
with all the agencies. And I would plead with you to go back to 
your agency and implore that they make this operation work for 
the people and quit giving them the run around. Americans don’t 
deserve that. 

Thank you. 

I would yield back my time. 

Chairwoman Velazquez. Thank you. 

I have two more questions, if I may. 

Mr. Witt, in your testimony you described the SBA disaster loans 
as being tools in the Federal Government’s tool chest assisting dis- 
aster victims. Carrying this analogy further, do you believe that 
the SBA should have a variety of financial assistant tools to meet 
the diverse needs of disaster victims in the wake of a disaster? 

Mr. Witt. Absolutely. You know, the FEMA programs under the 
Stafford Act are not programs designed to help people for long 
term. They are designed for short term, 18 months or a little longer 
to help people to get a roof over their head and their family, tem- 
porary housing, individual family grants up to 10,000 or so if they 
can make their home habitable. 

SBA’s loans for homeowners and small businesses are an essen- 
tial process of short long term recovery. I think the grant program 
is interesting, particularly if it is going to help a small business to 
recover much faster and make a taxable income back into that 
community much faster. 

Also, let me just share if I may. I was in New Orleans at 9:00 
at night meeting with three of the African-American bank presi- 
dents at 9:00 at night. These bank presidents were sharing with 
me, said you know here we are no deposits coming in. Here we are 
with mortgages on several churches. And how are we going to fore- 
close on this church when FDIC tells us we are going to have to 
foreclose on that church? 
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You know, and Congressman Baker’s new legislation and looking 
at that and talking with her a little bit. But I think it is a novel 
idea with local banking and local lending institutions being a big 
part of a disaster, SBA disaster loan program. I really do. Because 
they know the local business. They know the local homeowner. 
They do business there. And you know what? It would help put de- 
posits back in that local bank. 

Chairwoman Velazquez. Do you believe that the bridge loan can 
play a role in the SBA disaster loan programs? 

Mr. Witt. I think it is needed in catastrophic events. I do not 
think it is needed in every event. 

Chairwoman Velazquez. Thank you. Thank you. 

Mr. Alford, you testified in support of the creation of Association 
Administrator for Disaster Assistance. And the SBA said that is 
unnecessary. Based on your experience — 

Mr. Alford. I think we need to give some proper attention to 
major disasters. And you need someone who focuses full time on 
this event. It confuses me that they feel they have no need after 
Katrina and Rita and Wilma. I think it is almost insane. It is fight- 
ing reality. 

Chairwoman Velazquez. Thank you. 

Now we are going to take a break, a recess, and come back. For 
the second panel we will be back in the next half hour. 

And I want to take this opportunity again to thank all of you for 
taking time to come here, express your views and your assessment 
as to where we are a month away from the next hurricane season. 
Thank you very much. 

(Whereupon, at 11:33 the Committee recessed to reconvene this 
same day at 12:09 p.m.) 

Chairwoman Velazquez. I call the Committee back to order. 

And we will continue with this second panel. I want to welcome 
all the witnesses, and I thank them for taking time to be here with 
us this morning. 

We are going to discuss access to capital legislation, how to mod- 
ernize and improve some of the small business loan programs 
under SBA. 

PANEL II: MR. MICHAEL HAGER, ASSOCIATE DEPUTY ADMINIS- 
TRATOR FOR CAPITAL ACCESS, SMALL BUSINESS ADMINIS- 
TRATION; KATHLEEN ROTH, DDS, PRESIDENT, AMERICAN 
DENTAL ASSOCIATION; JEFFREY RODMAN, CEO OF ACTORS’ 
FEDERAL CREDIT UNION, ON BEHALF OF CREDIT UNION NA- 
TIONAL ASSOCIATION; DAVID MAIN, PRESIDENT, HAMILTON 
COUNTY DEVELOPMENT COMPANY, INC., ON BEHALF OF NA- 
TIONAL ASSOCIATION OF DEVELOPMENT COMPANIES. 

Chairwoman Velazquez. Our first witness is Mr. Michael Hager. 
Mr. Hager is the Associate Deputy Administrator for Capital Ac- 
cess at the United States Small Business Administration. The Of- 
fice of Capital Access manages the Administration’s business loan 
programs and performs lender oversight functions at the SBA. 



29 


STATEMENT OF MR. MICHAEL HAGER, ASSOCIATE DEPUTY 

ADMINISTRATOR FOR CAPITAL ACCESS, SMALL BUSINESS 

ADMINISTRATION 

Mr. Hager. Thank you very much. And good afternoon. No 
longer good morning, hut good afternoon, Chairwoman Velazquez, 
Ranking Member Chabot. He is not here. And distinguished Mem- 
bers of the Committee. 

Thank you for inviting me to discuss the legislative proposals 
that you have indicated that effect business and our lending pro- 
grams at the SBA. 

The SBA has experienced, as you know, significant growth in our 
programs over the last five years, more than doubling the number 
of 7(a) and 502 loans funded. The zero subsidy policy t^hat has been 
adopted for both the 7(a) and the 504 has allowed the Agency to 
meet the financing demands of small businesses without the need 
for loan caps or suspension. 

Subsidy issues are very significant to the SBA. Zero subsidy has 
provided stability in the program, which is of the utmost impor- 
tance to the lenders across the country who participate in our pro- 
grams and deliver much needed financing to America’s entre- 
preneurs. 

We understand that the Committee is considering legislative 
changes to the SBA programs, particularly relating to taxpayer 
subsidy, lender participation and application processes and tar- 
geted products for veterans and businesses in low income commu- 
nities. But I want to comment, however, before I specifically talk 
about these issues, I would like to share a few of the proposals 
from the SBA. 

To lead off with, national preferred lending program, the SBA al- 
ready has a national program for approval and renewal. But we 
would like and appreciate statutory authority this activity. 

Lender oversight. The ability to charge the community develop- 
ment companies for the cost of reviews. It would provide the SBA 
with the means to conduct these reviews and to carry out the 
SBA’s responsibilities in this regard. 

Enforcement authority for small business lending companies. The 
SBA proposes language to reinforce the SBA’s authority to regulate 
and examine the SBLCs. 

A few other items. Real estate appraisal harmonization, leasing 
policy harmonization, use of systematic alien verification for enti- 
tlement programs. And finally secondary market guarantee fee. 

I would like to comment on the proposals recently forwarded to 
us by the Committee. To begin with. Section 101 fee reductions, the 
Administration remains opposed to the reintroduction of taxpayer 
subsidy for the 7(a). Reintroducing subsidy will have the effect of 
destabilizing the program and risking loan caps and temporary 
shutdown of the program due to appropriation process delays and 
shortfalls as we experienced a few years ago. 

Further, we believe it would not be consistent with the Federal 
Credit Reform Act and its requirements of agencies obligate the 
cost of loan guarantees based on current assumptions. 

Section 102 rule lender outreach, we share your commitment to 
ensuring participation of lenders in rural areas. And we continue 
to see the number of these loans increase in the market, substan- 



30 


tially I might add. However, such a program would need a struc- 
ture to avoid duplication of existing urban programs that have 
been developed by the USDA. 

Section 103 making Community Express permanent. We support 
making the program permanent, however, we do oppose the provi- 
sion requiring that loans under $25,000 have no collateral. We 
think in the long term this hurt the entrepreneur. Such a blanket 
policy may actually result in certain borrowers being left out of the 
program. 

Section 104 medical professionals. We believe that the borrower 
and lender subsidy included in the Committee’s legislation would 
have a significant upward of impact on the subsidy rate. 

Section 105 veterans participation. The Administration shares 
the Committee’s desire to make the benefits in the 7(a) program 
more available to veterans. However, we must point out the pro- 
posal will have, again, a significant upward impact on the subsidy 
due to the elimination of fees as proposed. 

Section 106 the alternative size standard recognized the Commit- 
tee’s desire to adopt a simpler method for determining whether a 
business qualifies as a small business under the Business Act. 
However, we have concerns about the potential for misapplication 
to borrowers who are large businesses. The Administration looks 
forward to working with you to develop a better alternative size 
policy for our business financing programs. 

With regard to the 504 program, the Administration largely sup- 
ports the provisions that focus 504 as a local economic development 
program. However, there are few provisions that we would like to 
express our concerns. 

Refinancing — 

Chairwoman Velazquez. Mr. Hager — 

Mr. Hager. Yes, Madam. 

Chairwoman Velazquez. You are a regular in this Committee. 
You know what the red light means. 

Mr. Hager. I failed to look. 

Chairwoman Velazquez. But how much time? If you could sum- 
marize. 

Mr. Hager. One minute. 

Chairwoman Velazquez. Thank you. 

Mr. Hager. Finally, maximizing eligibility. The Administration 
must express its opposition to this provision. It would permit loans 
up to $6 million. We feel that the program that we have in the 
SBIC debenture program would be a better fit for that. 

And finally. Madam Chairwoman, we share the Committee’s de- 
sire to support small business development and continue the vital 
contributions that small businesses have made to the economy in 
the U.S. And on behalf of the SBA Administrator, Steve Preston, 
we look forward to working with the Committee to ensure that en- 
trepreneurs have access to capital necessary to start, grow and 
strengthen their businesses. 

And I will look forward to your question. 

[The prepared statement of Mr. Hager may be found on page 66 
of the Appendix.] 

Chairwoman Velazquez. Thank you. 

Mr. Hager. I’m sorry I went over. 
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Chairwoman Velazquez. Thank you, Mr. Hager. 

Our next witness is Ms. Kathleen Roth. Dr. Roth is the President 
of the American Dental Association, the world’s largest and oldest 
professional association of dentists. The ADA represents over 
153,000 members, many of whom are members of the small busi- 
ness community. 

Thank you. 

STATEMENT OF KATHLEEN ROTH, DBS, PRESIDENT, 
AMERICAN DENTAL ASSOCIATION 

Dr. Roth. Thank you. Madam Chairwoman and Members of the 
Committee. 

I am the President of the American Dental Association, but I am 
also a practicing dentist. I have a family practice, a private practice 
dentist in West Bend, Wisconsin, which is just north of Milwaukee, 
Wisconsin. 

I am pleased to offer the ADA support for your legislation that 
would establish the medical professionals in the designated short- 
age areas in Section 7(a) of the Small Business Act. 

The ADA represents 72 percent of our dental profession. Our as- 
sociation and all of our members believe that Americans all deserve 
access to quality oral health services. Unfortunately, than one in 
every five children that live in underserved populations sees a den- 
tist even once a year. 

In Wisconsin we have been expanding our dental students’ clin- 
ical experiences to include opportunities to provide care not only at 
Marquette University School of Dentistry, but also in the rural 
communities of Wisconsin. Sometimes five or six hours north of 
Milwaukee the students will go off site and they will spend a pe- 
riod of about two weeks living in a hotel while providing com- 
prehensive dental services to community health centers, sometimes 
privately owned large dental clinics. 

We feel very strongly that given the exposure to communities in 
severe need located in settings that most dentists graduating don’t 
commonly think about as establishing their practices in, will open 
the possibilities for these new graduates to consider establishing 
their practices in underserved areas. 

We have had some success with the new graduates going to these 
undeserved areas. And we could be much more successful with 
some increased financial incentives for establishing their practices 
in these locations. 

There are a number of barriers to increasing access to oral care. 
But one of the key barriers is the simple fact that the distribution 
or the location of dentists in some states and some local commu- 
nities makes it very difficult for patients to seek care. 

Your legislation could play a very important role in overcoming 
that barrier. The overwhelming majority of dentists are small busi- 
ness people who would directly take advantage of the improve- 
ments in this Small Business Act. Any enhancements to the loan 
program could have a positive effect on oral health care access by 
influencing the locations of those choosing to locate their practices 
there. 

In fact, over 90 of all practicing dentists are private practice sec- 
tor. And the vast majority of our private practice dentists operate 
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independently owned, small solo practices or two dental practice of- 
fices. We employ on average 4.8 employees by each dentist. 

The SBA medical professional and designated shortage program 
is targeted at just the right people when we are looking to answer 
yet one more solution for access to care. 

In closing, Madam Chair, I would like to make suggestion for 
change in the legislation, something that we believe would 
strengthen this proposal. We believe that the bill could have a 
greater impact if the fees on the loan for the medical professionals 
under Section 104 were eliminated, just as they have been elimi- 
nated for the veterans in Section 105. 

We understand that the suggestion would add a little cost to the 
program, but we believe it is very warranted when are looking to 
answer some of the access problems and address the financial bar- 
riers to dentists who might really be looking to establish their prac- 
tices in these underserved areas. 

So, I want to thank you very much. Thank you Members of the 
Committee for listening to me and allowing me to testify on behalf 
of the American Dental Association. And I look forward to your 
questions. 

[The prepared statement of Dr. Roth may be found on page 71 
of the Appendix.] 

Chairwoman Velazquez. Thank you. Dr. Roth. 

And our next witness is Mr. Jeff Rodman. Mr. Rodman is the 
CEO of Actors’ Federal Credit Union, a cooperatively run bank and 
institution in New York, New York. Mr. Rodman represents the 
Credit Union National Association, the primary national trade as- 
sociation serving America’s credit unions. 

Thank you and welcome. 

STATEMENT OF JEFFREY RODMAN, CEO OF ACTORS’ FED- 
ERAL CREDIT UNION, ON BEHALF OF CREDIT UNION NA- 
TIONAL ASSOCIATION 

Mr. Rodman. Thank you. 

Good afternoon. Chairwoman Velazquez and Small Business 
Committee. 

Thank you for inviting me to appear to express the support of the 
Credit Union National Association for the small business access to 
capital. Act 1332. 

CUNA would like to thank Representative Bean, the Chair- 
woman and the Ranking Member for sponsoring this important leg- 
islation. 

As stated, I am the President of Actors’ Federal Credit Union in 
New York City. We are located in the heart of New York’s theater 
district. Actors’ has over $86 million in assets and serves over 
16,000 members in the entertainment community. 

Founded in 1962 by members of Actors Equity Association, Ac- 
tors’ serves some 75 different groups involved in theater, dance, 
music, television, motion pictures as well as behind the scene work- 
ers in makeup and hair, studio mechanics, camera, lighting and 
theatrical wardrobe. 

Actors’ serves its members with a broad array of financial serv- 
ices, including a small business lending program that responds to 
the unique needs and circumstances of our diverse membership. 
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For example, Actors’ has made over $2 million in small business 
loans for financing musical instrument. Madam Chairwoman, al- 
though Actor’s is an active small business lender, we do not cur- 
rently participate in SBA’s 7(a) program. We have received many 
inquiries about 7(a) loans from members seeking larger unsecured 
loans to purchase equipment for a production company or costumes 
for theater groups. Unfortunately, we have found the process for 
qualifying as an SBA lender and the requirements for underwriting 
and servicing individual loans to cumbersome and time consuming 
to recoup the expensive for the small size or number loans we 
might make. 

Recent increases in both lender and borrower fees only add to 
our concerns. The 7(a) program could be too expensive for both our 
credit union and many of our potential borrowers. 

Let me begin my formal testimony by commending the Chair- 
woman for her past leadership in offering amendments to appro- 
priation bills to restore subsidy funding for the 7(a) program. 
CUNA was pleased to be part of a coalition of 20 business groups 
advocating for these important amendments. 

I would also like to personally thank the Chairwoman for her 
tireless efforts to push for all credit unions to participate in SBA 
programs at a time when there were only five credit unions partici- 
pating. Today there are over 250 thanks to your efforts. 

While CUNA has actively supported increasing 7(a), its member 
credit unions have not been major participants in the program. 
Currently even with over 250 credit unions, there are still less than 
2 percent that offer SBA loans to their members. And several fac- 
tors have discouraged larger number of credit union from partici- 
pating as 7(a) lenders. 

The Credit Union Membership Access Act of 1998 capped the 
amount of business loans any credit union can make at 12.25 per- 
cent of total credit union assets. The cap has discouraged many 
credit unions from initiating business lending programs, including 
ours, and limited the program of qualified credit union lenders able 
to participate in the 7(a) program. 

Another factor which I have already mentioned is the burden- 
some paperwork of the 7(a) program, which added to the cost of 
hiring experienced lending staff or consultants make it almost pro- 
hibitive for smaller credit unions to even consider starting a 7(a) 
program. 

The move to a zero subsidy for the 7(a) program in 2005 has cre- 
ated further disincentives by forcing borrowers to pay substantially 
higher fees. As Chairwoman Velazquez noted last year, this has 
meant additional fees for smaller to mid sized loans ranging from 
$1500 to $3000. 

How can Congress address these problems and make the 7(a) 
more affordable and accessible for both small business borrowers 
and small lenders? I have four points to make. 

First, CUNA strongly supports initiatives that will permit SBA 
to reduce borrower and lender fees for the 7(a) to the greatest ex- 
tent possible. We urge this Committee and also the Appropriations 
Committee to approve the possible fiscal year 2008 funding levels 
for the 7(a) program. 
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Second, CUNA urges support for provision in HR 1432 to restore 
and expand the 7(a) low documentation program, otherwise known 
as Low-Doc. Low-Doc made the 7(a) process more cost efficient for 
lenders to make smaller loans, and also to make smaller numbers 
of loans. 

Third, we support permanent authorization and expansion of the 
Community Express Loan Program which targets 7(a) loans to 
lower income communities and to minorities, veterans and other 
under represented groups. 

Given the historic mission of credit unions to meet the credit 
needs of all individual groups not adequately served by other finan- 
cial institutions, the Community Express Program is a logical vehi- 
cle for increasing credit union participation in 7(a). 

Fourth, CUNA urges the Committee to consider other innovative 
programs to streamline 7(a) loan document of processing for credit 
unions and other small lenders. A possible approach might be cre- 
ating a new prequalification program specifically targeted to small 
lenders rather than specific borrowers that would permit local tech- 
nical assistant intermediaries to prequalify potential borrowers, 
match them with qualified local lenders and expedite final loan 
processing. 

In closing, I want to thank the Committee for this opportunity 
to discuss some of the recommendations included in my written tes- 
timony, and welcome the opportunity to answer further additional 
questions. 

Thank you. 

[The prepared statement of Mr. Rodman may be found on page 
78 of the Appendix.] 

Chairwoman Velazquez. Thank you. 

We are going to recess for like two or three minutes. We are just 
waiting for the Ranking Minority to come. He is like two minutes 
away. 

(^^ereupon, at 12:27 p.m. a recess until 12:29 p.m.) 

Chairwoman Velazquez. Calling back to order. 

And I’ll recognize, Mr. Chabot, for the introduction of his wit- 
ness. 

Mr. Chabot. Thank you. Madam Chair. 

I would like to introduce someone from my District, David K. 
Main. He is the President and CEO of Horizon Certified Develop- 
ment Company, HCDC, which started back in 1983. 

While the SBA 504 program is HCDC’s flagship of economic de- 
velopment lending activity, HCDC also administers the Ohio Re- 
gional 166 Loan Program, Community Reinvestment Fund USA 
Program, the Hamilton County Economic Development Office and 
the Hamilton Business Center, a 70,000 square foot business incu- 
bator. 

Prior to joining HCDC Mr. Main served as a loan officer, staff 
attorney for Citywide Development Corporation in Dayton, Ohio, 
legal advisor for the Department of Community Development in 
Rockford, Illinois and commenced his economic small business de- 
velopment career as the first economic coordinator of the city of 
Xenia, Ohio. 
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Mr. Main holds a juris doctorate, a doctor of Juris prudence and 
a bachelor of arts degree from a very fine institution, the Univer- 
sity of Cincinnati. 

And we welcome him here this afternoon. 

Thank you. Madam Chair. 

STATEMENT OF DAVID MAIN, PRESIDENT, HAMILTON COUNTY 

DEVELOPMENT COMPANY, INC., ON BEHALF OF NATIONAL 

ASSOCIATION OF DEVELOPMENT COMPANIES. 

Mr. Main. Thank you. Congressman. 

I am here today to represent NADCO as a Board member and 
the more than 260 certified development companies across our 
country that provide financing to small businesses under the SBA 
504 loan guarantee program. 

I would like to thank Chairwoman Velazquez, Ranking Minority 
Member Chabot and the entire Committee for giving me the oppor- 
tunity to provide remarks on this important legislation, and for 
your continued support of the SBA 504 loan program and the CDC 
industry. 

The 504 loan program represents a unique public/private part- 
nership which includes private lenders, and in our case recently 
credit unions, the U.S. Small Business Administration and more 
than 260 CDCs which provide much needed financing for small 
businesses for their expansion and growth. 

For over 25 years this national network of CDCs has worked 
with private lenders, the SBA and the small business concerns in 
structuring projects and approving loans on behalf of over 94,000 
small businesses. 

During the first year of the SBA 504 loan program in 1986, the 
CDC industry approved merely 487 loans, totaling over $115 mil- 
lion, which leveraged a total of $287 million in new business in- 
vestment. However, during the most recent fiscal year in Sep- 
tember 30 of 2006, just under 10,000 businesses received SBA 504 
financing, totally over $5.9 billion, which leveraged over $14 billion 
in new small business investment. 

I joined HCDC in 1983 as its first Executive Director and Presi- 
dent when the predecessor to the 504 program, the 503 program 
was acted. Since then HCDC has approved over 828 SBA 504/504 
loans totaling over $214 million, which has leveraged over a half 
billion dollars in small business investments. 

You may recognize some of the companies that HCDC has funded 
with 504 loans, including AE Door and Window in Forest Park, Ex- 
ercise and Leisure in Columbia Township, LaRosa’s Pizzeria on 
Boudinot and Hanky Winery over in Westwood. 

The legislation that the Committee has drafted for the first time 
in the history of the 504 program would define in statute the spe- 
cific legislation framework as to how the 504 should be best struc- 
tured and how the 504 program can best operate. The impact of 
this bill will be historic, and we look forward to offering comments 
on the following dramatic impacts of the legislation. 

First, for the first time the economic development mission and 
the value that CDCs bring to small business, the SBA into the 
community we serve would be defined in statute. This legislation 
recognizes that CDCs do more than merely process 504 loans. In 
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essence, they marshal resources to help small businesses expand 
and to implement community economic development. 

Second, the legislation also recognizes that CDCs should he lo- 
cally based economic development organizations that are connected 
to the communities they serve. It is also critically important to the 
CDC industry that the legislation impose high ethical standards 
that would prohibit one individual or his immediate family or her 
family with affiliates from controlling multiple CDCs, and we hope 
to continue in our work with your Committee on this important 
issue. 

Third, this bill also provides an opportunity to allow the 504 pro- 
gram to do more for companies located in lower income commu- 
nities, which are disproportionately located in urban core areas and 
rural areas of our country. We hope to continue our work with the 
Committee in devising the best ways to make this happen. 

Fourth, although historically the SBA program has experienced 
a very low default rate, the bill recognizes that all CDCs should be 
required to either directly liquidate or contract with third parties 
liquidate defaulted loans in view of the decreased liquidation staff 
within the SBA. We heartily support that. However, we vehemently 
oppose charging CDCs for oversight fees with audits similar to 
what is being proposed and is being charged for banks and for reg- 
ular 7(a) lenders. We are nonprofits, we support economic develop- 
ment and our fee structure is such that we cannot support the im- 
position of such oversight fees for outside audits and that. 

We also feel that refinancing could be a valuable addition to the 
504 program where we might have a more effective financing struc- 
ture for small businesses and their expansion. 

Finally, we applaud you in this proposed historic legislation that 
will set the course for the future and clearly define the purpose and 
role of the CDC industry as a not for profit financial intermediaries 
that deliver small business programs and services in the best way 
possible for these businesses and for the economic development of 
their communities. 

We look forward to continue to work with the Committee on en- 
actment of this bill. Thank you for your support. 

And I would be pleased to answer any questions regarding CDC 
or the 504 loan program. 

[The prepared statement of Mr. Main may be found on page 83 
of the Appendix.] 

Chairwoman Velazquez. Thank you, Mr. Main. 

Mr. Hager, I want to address my first question to you. In your 
testimony you suggest that Section 101 of the Small Business 
Lending Improvements Act violates principle of credit reform. Mr. 
Hager, the Clerk is handing you a copy of the Credit Reform Act. 
Could you please point to the provision that says that the SBA can 
only make performance estimates on an annual basis? 

Mr. Hager. We believe, and historically we have always — 

Chairwoman Velazquez. No. I am asking if you could point to 
the statute that you have in front you. You make reference to it. 
But I could save you time. Mr. Hager. 

Mr. Hager. Yes, Madam. 
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Chairwoman Velazquez. You will find a provision in 2 USC 661 
that conflicts with this bill. In fact, nothing in the Act will preclude 
the SBA from making the contributions specified in this legislation. 

Mr. Jefeerson. Yes, Madam. We believe, and I will be glad to 
get back to you with my assertion. We still believe there is a con- 
flict here. 

Chairwoman Velazquez. Mr. Hager, I am telling you there is 
not such conflict. 

Mr. Hager. And I will — 

Chairwoman Velazquez. Not only I will save you time, I will 
save you an embarrassment if you start looking line-by-line be- 
cause you are not going to find in any lines of the statute that it 
specifically prohibit. 

Mr. Hager. I — 

Chairwoman Velazquez. Let us go to the next question. But if 
you do in your office, send it to us. 

Mr. Hager. I would like to do that. 

Chairwoman Velazquez. Mr. Hager, in your testimony you sug- 
gest that the proposal to make the Community Express Program 
permanent may have constitutional ramifications. Would you 
please tell me and tell this Committee which court opinion you 
based your comments on? 

Mr. Hager. The original Community Express Program was set 
up to favor certain communities. We believe that bias would be un- 
constitutional. 

We are making recommendations to pull that particular feature 
out for the future to where it is within the Constitution. 

Chairwoman Velazquez. Well, you raised the constitutionality 
ramifications of this — 

Mr. Hager. Yes, Madam. 

Chairwoman Velazquez. Of the Community Express Program. 
You know that there is no court decision has ever considered the 
constitutionality of this program, has it? 

Mr. Hager. None has been rendered at this point. 

Chairwoman Velazquez. Okay. 

Mr. Hager. But my point is the way it was originally structured 
we believe presented constitutional issue. 

Chairwoman Velazquez. As I recall Mr. Hager, the Supreme 
Court has considered and upheld the constitutionality of SBA pro- 
grams that help minorities. The 8(a) program. Does the SBA have 
any constitutionality concerns with the 8(a) program? Do you have? 

Mr. Hager. I do not know any concern about the 8(a) program. 

Chairwoman Velazquez. Well, you know what? I find it quite 
convenient for the SBA to raise constitutionality concerns when- 
ever it suits your policy positions. 

Mr. Hager. Yes, Madam. I have raised this issue on one plat- 
form. And again, I believe going forward we will have no exposure. 

Chairwoman Velazquez. Mr. Hager, in your testimony you state 
that the medical professionals and veterans loan programs violate 
Federal credit policy because the loan guarantee percentages ex- 
ceed 80 percent. Where in Federal law is this requirement? 

Mr. Hager. I will specifically point out the reference that I made 
in my testimony, and I will present that to you. 
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Chairwoman Velazquez. There is nothing in Federal law. In 
fact, it is or it might be an Administration policy? 

Mr. Hager. I would be happy to clarify that issue. 

Chairwoman Velazquez. Now I recognize Mr. Chabot? 

Mr. Chabot. Thank you, Madam Chair. 

Mr. Main, let me start with you, if I can. 

Do you have any comments on anything that should be included 
in your opinion in the legislation that may not have not been? Are 
there any changes that you would suggest in improving the bill? 
Anything along those lines. 

Mr. Main. In my 25, really 30 years with the 504 program, this 
is probably the best piece of legislation as far as the program and 
improvements in the industry that I have seen. And my feelings 
are there may be some details that need to be worked out, that we 
need to work out with the Committee. But this is one of the finest 
pieces of legislation dealing with the 504 program. 

Mr. Chabot. Okay. Thank you. You mentioned some programs 
that and projects that you were involved in in Cincinnati. What are 
you proudest of relative to what you have been able to deal with 
at the various levels that you have been involved in this area back 
in our community? 

Mr. Main. There is probably three things. The first one is the 
SBA 504 program, because that is where we got our start and that 
has been our hub and our focus. It is an economic development pro- 
gram, but that enabled us to: (1) Set a culture where we are look- 
ing to deal with real businesses, real people, real money where we 
have to make loans, we have to approve, we have to fund, we have 
to close and we have to have loans repaid. And it has happened. 
And that set the culture. 

The second thing was probably our Hamilton County Business 
Center, the business incubator, which is the largest incubator in 
the State of Ohio and probably in the midwest with nearly 50 com- 
panies. We had over 200 that have gone through the program. 
Some of our graduates have taken advantage of SBA 504 loans. 
There is a wide array of tech-based business, minority businesses. 
Just a wide number of them. 

And I guess the third area would be the Economic Development 
Office and able to work with our local communities in order to 
bring in new investment and put together a number of economic 
development tools, be it loans from the SBA, loans from the State, 
maybe some other Federal types of support in order to make 
projects happen that otherwise because of the purse marketplace 
would not happen. 

Mr. Chabot. Okay. Thank you very much. 

Mr. Rodman, if I could turn to you next. How much of the loan 
documentation associated with the 7(a) loan is necessitated by SBA 
regulation and how much is required because those loans are sold 
in the secondary market and required by purchasers of the loans. 

Mr. Rodman. You probably missed my testimony, but I am not 
a 7(a) lender now. So I can’t speak to really critically specifically 
on those issues. But I know CUNA will get back to you on that. 

But I will say it was one of the things that has been deterrent 
for us to get into the program because when we talk to other credit 
union lenders who are in the SBA program, they have made it 
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clear to us that we would have sufficiently a staff that would be 
able to handle this type of information. 

Under an SBA guarantee my understanding is that if the loan 
goes bad, that is only when you find out if the guarantee works or 
not. In other words, you do not get the prequalification prior to it. 
It is when the loan goes bad, then they look at the documentation 
and say well, you know what you did not dot that I and you did 
not cross that T and we are not paying on this one. So you are 
going to take the whole bill on this. 

Therefore, for us to get into the program, look at us for example. 
We are credit union with 30 employees. If I want to add one SBA 
lender who has the sufficient technical expertise, I am going to 
have to pay something like $60,000/$70,000. Now in my culture 
that is probably going to add about close to almost 10 percent of 
my salary increase. Now I am looking at increasing my salaries of 
my HR budget by 10 percent. And I have to do that in order to pro- 
tect myself on the back end on this loan. Because if I do not have 
somebody that knows exactly where the Ts are to cross and where 
the dots are to dot, it is like I am going to be trouble if that loan 
goes bad on me. 

And then in addition to that, the other thing is working against 
the 12.25 percent asset cap that is mandated by the Credit Union 
Membership Access Act of 1998. I have got about $9 million in 
loans right now out in business loan. I have got a cap of about $11 
million. Now that means I got $2 million in there that I can lend 
to. 

Now I am going to hire somebody for $70,000 that I can only put 
$2 million into. It stops making sense for me. 

See, these are where the problems come in. 

I know that Chairwoman Velazquez is talking about is taking 
that nonguaranteed portion so I can go over my cap and not have 
it applied to my cap. If that were to happen, that would make a 
whole new Belgium just there. That would be a great new Belgium. 
Because then I would say, okay, I can make as much SBA lending 
as I want to. It does not fit into my cap anymore. Okay. Now we 
are starting to talk in a place where I can really get the business 
here. 

Mr. Chabot. Thank you. 

Chair, I am not sure if I have any time or not. I do not want to 
oppose on — 

Chairwoman Velazquez. You have time. 

Mr. Chabot. Okay. Dr. Roth, given the amount of dental school 
debt and the average salary nowadays for a dentist, would the pro- 
gram set forth in Section 104 be sufficient incentive to entice a 
dentist to establish a practice in an underserved area in your opin- 
ion? 

Dr. Roth. Well, certainly alone, no. But it is one more tool that 
would make a dental student who is graduating look at an under- 
served area very seriously. 

You know, they do have a lot of debt. A dental student might be 
getting out $200,000 in debt. And to look at establishing a practice 
in an underserved area where your basic patient base will be Med- 
icaid or Government funded programs, there is a lot of risk there 
for a new dentist to create their lifestyle and live with their prac- 
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tice there. But I see this program as offering one more piece to that 
opportunity that could really make a difference there. 

Dentists and dental students do want to go home and practice a 
lot of times where they grew up. And if we can give someone the 
incentives and the financial viability to make that a strong possi- 
bility, I think it will make a difference. 

Mr. Chabot. Thank you very much. 

And finally, Mr. Hager, and if you have already comment on this 
I apologize, but could you comment on how much overlap there is 
between the Community Express loans and the micro loans? 

Mr. Hager. There is significant overlap. I have got some mate- 
rials that — and if I cannot pull it out instantly, I will send it to 
you. But essentially between the Community Express program, 
SBX Express Program, if you look at Low-Doc 5/6 years ago and 
look at the loan volume, carry it forward to today, which dropped 
to zero, you will see an incredible increase in Community Express 
loans where the volume has increased substantially. And the same 
thing in Community Express. 

So we believe the Low-Doc was completely consumed by certainly 
the combination of Community and Express, and largely by the 
Community Express because of the features of the programs match 
very closely. 

Mr. Chabot. Thank you very much. I yield back. Madam Chair. 

Chairwoman Velazquez. Thank you. 

Dr. Roth, can you comment on why conventional 7(a) loans are 
inadequate to encourage medical professionals to open offices in un- 
derserved areas? Are lenders simply reluctant to make these loans 
due to increased risk or are your members discouraged from taking 
these loans because of the cost? 

Dr. Roth. In my opinion I do not take they are discouraged from 
taking the loans because of the cost. I think there is not a signifi- 
cant difference in a commercial loan that is available to a new 
graduate. They have to have a very clear reason to take the small 
business loan and to practice in an underserved area. 

Dentists, quite honestly, are really not a bad risk in the financial 
world. They are a very low risk for paying back those loans and 
creating a solid dental practice. But when you do that in an under- 
served area, the reimbursements for their practice base are so low 
it makes it a very tenuous line to walk for a profitable business 
and a touch and go. 

So I see this as a significant additional piece that would really 
influence someone to that tipping point where, yes, I can make my 
practice work in that inner city of Milwaukee or downtown Chicago 
where the need is clearly there, and we want to address the access 
issue for all patients. But it still has to be a solid economic model 
for a small business to provide and continue their life there. 

Chairwoman Velazquez. Thank you. Dr. Roth. 

Mr. Rodman, this legislation will enable the SBA to reduce the 
fee burdens on small businesses and lenders in the 7(a) program 
and will do so without disturbing the stability created under the 
current zero subsidy rate. How will this approach benefit credit 
unions? 

Mr. Rodman. Well, I think it would be highly beneficial. I mean, 
in our relationship with our borrowers, with our members, every 
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dollar counts, every fee and dollar counts when it conies into lend- 
ing. I mean when we are talking about lending, we are talking 
about, you know, we are talking about $50,000, $60,000, $70,000. 
If you are talking a $100,000, if you get into the 3 percent range 
or something like that, you are all of sudden, you are starting to 
talk about 3 percent of the loan. 

So these costs are actually significant. They are significant car- 
rying forward as that member moves into their business and starts 
working with their business. I mean these are not small — ^you 
know, I mean up here I know they look like small dollars. But 
when you are going out and buying inventory or whatever you are 
doing, these are significant dollars. 

Chairwoman Velazquez. The Small Business Lending Improve- 
ment Act will establish a rural lender average program to increase 
lender participation in the 7(a) program, particularly among small 
banks and community lenders by reducing application burdens for 
borrowers and lenders and streamlining the lending process. Would 
this program also encourage more credit unions to participate in 
the program. 

Mr. Rodman. Absolutely. Anything that can reduce the paper- 
work trial will help a great deal. Again, going back to a credit 
union our size, which we are relatively typical, you know 86 mil- 
lion, we are about in the middle where everybody stands. When I 
look at myself and I look at the jobs that are taking place of people 
on the ground, we work full tilt all day long. I come along and I 
have so many new things that have to be together. I have to keep 
with the debit card program and add rewards to my debit card pro- 
gram, et cetera. And then you come and you bring an SBA program 
in and you say, okay, and here is the SBA program. And all of a 
sudden you look at it, and it is blindingly big and you go like let 
me put that one off until tomorrow. And that is what happens. 

And then we start looking at — and I have talked to people about 
the lending process for one or two loans and the difficulties they 
have to go through. And I think like I have got a loan officer that 
has to get mortgages out, has to get home equities out, have to get 
credit cards out, has to get car loans out, has to get personal loans, 
has to get secured loans and they have to do deal with all those 
loans. And I say now I am going to take their energies and try to 
cram that much more time, I got to a new person, et cetera. 

So, yes, streamlining this would make an incredible difference. 

Chairwoman Velazquez. Thank you. 

Mr. Chabot, you have any other questions? 

Mr. Chabot. Madam Chair, if I could just ask one question. 

Chairwoman Velazquez. Sure. 

Mr. Chabot. On behalf of one of our colleagues who was here 
earlier but had to go to another meeting and wanted to ask this 
question. 

Mr. Hager, it would be addressed to you. If I own a franchise and 
cannot get the franchisor to pay my debts, would it be fair to say 
that most people would assume the franchisee and franchisor are 
independent? 

Mr. Hager. I would like to get back with you with a statement. 
And I will consult with our legal department and get you an an- 
swer to that. 
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Mr. Chabot. That is fine. 

Mr. Hager. If that is okay? 

Mr. Chabot. That is fine. Thank you very much. 

Chairwoman Velazquez. Okay. Well, with this concludes this 
hearing. 

I want to thank you again for being here for answering our ques- 
tions. 

And the Chair would like to ask unanimous consent to enter into 
the record opening statements of Members that are not present at 
this moment. 

And with that, we are adjourned. 

[Whereupon, at 12:53 p.m. the Committee adjourned.] 
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I am pleased to call this hearing to order. 

First, 1 want to thank each of you for being here today. 

This morning’s hearing will discuss two very imponam hut different roles the Small 
Bu.siness Administration (SBA) play's- access to capital and disaster assistance. This 
committee has held iwti hearings on these topics, and today we wdll review- legislation 
that attempts to address many of the i.ssues brought up during those discussions. 

'I'hc disaster loan program was created for the purpose of providing financial assistance to 
entrepreneurs. However, as most of you recall, Hunicane Katnna tested this initiative 
and uncovered many problems. After llie storm, the affected small businesses were 
bogged down with papeiwork and substantial delays in receiving much needed aid. There 
is no question that thivS can never happen again — or that our small businesses deserve 
belter. 

For the SBA to adequately assist entrepreneurs they must have a disaster plan in place. 
Processes need to be streamlined and tools should be available to provide relief in a 
faster, more efficient manner. We also need to move away from the cunenl one .sir.e fits 
ail approach and broaden the types of aid Ibr small businesses. This iiiciudcs u.sing 
vehicles such as bridge loans and grants to respond to the diverse needs of these I'inns. 
The disaster relief legislation being reviewed today, the RFCOVFR Act of 200?. doc.s 
ju.st that. 


Clearly, small businesses do not just need capital following a disasici-, diey need it each 
and every day to start and expand their ventures. The SB.A's loan programs, while 
valuable, could be doing so much more. 
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They weie first developed to provid long-term .financing. Fo.r these inittatives lo ii'. e up 
to their original tnient, we need to .oake them more hffbrdable ami accessible tor sinaii 
businesses owners. 

The Small Business Lending Improvements Act of 2007, inlroduced by Ms. Bean and 
Mr. Chabot, will reduce the finat- .-i and regulatory burden placed on small businesses. 
Most importantly, it will make I' jts more economical while providing tong term 
stability, 

H.R. 1332 will accomplish a nupil: ' of important public policy goals. This legislation 
provides incentives for medical professionals to locate to low income areas and 
establishes a rural lender program to attract small lenders back into the program. Also, 
veterans retuniing from Iraq and Afghanistan will be able to secure funds to start or 
expand their firms should they chose to do so. After ail they have done for oui' country, 
this is the least we can do for Ihein, 

This bill touches all aspects of the SBA’s lending initiatives, including .304. One thing 
about this program that iia.s abvays stood out is the tie between local CDC’s and the 
community. The Small Business Leading Improvements Act of 2007 strengtliens these 
ties by making much needed, and long-overdue, changes. It also keeps the initiative 
affordable by enabling CDC’s to improve the liquidation process, allowing fee.s to remain 
reasonable. 

Today’s hearing will provide members with an opportunity, lo provide input anti fine tune 
these propo.sals in preparation for next week’s mark-up. 

This country’s 26 million small businesses must have the ability to secure affordable 
capital in order to coiUiuue spurring economic development and job creation. It is not 
only important that they are able to start their businesses, but if affected by a disaster 
■such as Katrina, entrepreneurs must be able to receive reliable and efficient aid. 1 believe 
the legislation being reviewed today strengthens both the disaster and access to capital 
programs, giving small businesses the tooks they need to be competitive and succes.sful. 

1 look forward to hearing the witnesses’ testimony. 


Thank you. 
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Opening Statement 
Ranking Member Steve Chabot 

Full Committee Hearing on Disaster Relief and Access to Capital Legislation 
House Small Business Committee March 8, 2007 

I would like to thank Chairwoman Velazquez for holding this hearing in which 
we’ll review access to capital and disaster relief legislation. I also want to thank our 
witnesses for taking the time to share their thoughts and experiences regarding these 
important issues. 1 especially want to thank David Main — a constituent from my district 
and the President of the Horizon Certified Development Company — for making the trip 
from Cincinnati to be with us today. 

Already this Congress, this committee has held hearings on the SBA’s response to 
the Gulf Coast Hurricanes as well as the SBA’s primary loan programs: the 7(a) and the 
504. During these hearings, the committee has had the opportunity to hear the 
experiences of a cross-section of witnesses who use and participate in these programs. 

After hearing these personal stories it became apparent that some adjustments 
need to be made to make these programs better. For instance, I strongly believe we need 
to evaluate ways to expand the 7(a) and 504 loan programs to provide opportunities to 
small business owners in rural area and urban areas. 

However, I believe this should be accomplished without reverting back to the days when 
the viability of these important lending programs was dependent on receiving 
appropriations. 

Furthermore, I feel that veterans who choose to open a business deserve every 
opportunity to be successful entrepreneurs in their new lives as private citizens. And the 
SBA should be able to assist them. While this should also be done in a fiscally 
responsible manner, the terms of 7(a) loans for veterans should reflect their selfless 
contribution to defending our nation. 

Also of great interest to me - and Fm sure every member of this committee — is 
rethinking the procedures used by the SBA to respond to a future national disaster - one 
that may or may not be similar to Hurricane Katrina’s devastation. Reevaluation of 
disaster plans - including SBA coordination with FEMA and the mobilization of a ‘stand 
by’ personnel force to process disaster loans — is crucial for those who will need help 
from the SBA disaster loan program in the future. 

The legislation we will discuss today is critically important for existing small 
businesses, Americans who dream of starting their own business, and those who may 
have the misfortune of having to pick up the pieces following a national disaster. 

I look forward to listening to today’s testimony and working with Chairwoman 
Velazquez in finding ways to improve these important loan programs. 


1 
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Statement of Rep. Jason Altmire 

Committee on Small Business Hearing: “Disaster Relief and Access to Capital 
Legislation” 

March 8, 2007 

Thank you, Madam Chair, for holding this hearing today on two 
important pieces of legislation, the Small Business Lending Improvements 
Act and the RECOVER Act. These bills will give the Small Business 
Administration the ability to better perform its mission of helping small 
businesses grow, prosper, and in the event of emergency, recover. 

I thank the distinguished witnesses for being here to testify today. I 
look forward to hearing from all of you on what SBA can do to better serve 
its small business constituency. 

The natural disasters that hit the Gulf Coast in 2005 were 
compounded by the federal government’s fundamental failure to adequately 
prepare, plan, and respond. While we are powerless to prevent natural 
disasters, it is morally incumbent upon us to do all we can to mitigate their 
effects as best we can and reduce the human suffering that they bring. 
Government must anticipate and plan for the worst. Chairwoman 
Velazquez’s bill, the RECOVER Act, will go a long way towards ensuring 
that future disasters are better handled than Hurricanes Katrina, Rita, and 
Wilma. 

The other legislation we are considering today, the Small Business 
Lending Improvements Act, will allow SBA to better serve smalt businesses 
by improving their access to much-needed capital. I am pleased by the bill’s 
commitment to veteran entrepreneurs. One of the unfortunate byproducts of 
the War on Terror has been its effect on untold numbers of small businesses 
that are impacted when owners are called into active duty. Tragically, these 
businesses often are unable to survive. Returning veterans deserve all the 
capital assistance we can give, and I am happy to see legislation that begins 
to address this issue. 

Thank you. Madam Chair. I yield back the balance of my time. 


# # # 
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HOUSE SMALL BUSINESS COMMITTEE 
HEARING REGARDING 
DISASTER LEGISLATION 
MARCH 8, 2007 


Testimony of 

Associate Administrator Herb Mitchell 


Good Morning Chairwoman Velazquez, Ranking Member Chabot and 
distinguished members of the Committee. Thank you for inviting me to discuss 
)egis!aii\ e proposals affecting SBA*s Disaster .Assistance Program, and victims of 
i Innieancs Katrina, Rita and Wilnut, as well as what more can be done to better serve 
disaster victims in the future. My name i.s Herb .Mitchell, and i am the Associate 
.AiimitJistrator for the Office of Disaster Assistance at the US Sntail Business 
.Administration, 

After Katrina hit, the Agency proces.sed over 420.000 loan applications, and 
addres.sccl the unprecedented nature of this disa.sicr by expanding capacity in three areas: 
inlbnnation systems, jx-op!e and taciliiies. 

Under Adrainisirator Preston'.s leadership we are well on our way to fixing the 
problems experienced by disa-ster victims following ilurricane Katrina, We have dug 
into the is.sues to understand why these things hapjsened. and what we can do to prevent 
them from occurring in future disasters. First, we listened to our customers. Next, we 
listened to our employees to gel their perspective. Then vve dug into the operational 
processes where we found a number of issuc.s leading to high error rattvs, steep backlog.s 
in critical processes and decision-making bottlenecks. With this infonnaticin. vve began 
to re-engineer the program to address them. 

As a pilot, vve also moved 1 ,300 .staffand changed our entire work flow, from a 
production line w ith inadequate coordination and communication between functions, to 
! 5-per"-on integrated teams where each runction is reprettented, with authority and 
cv'tnrctcncy to make decisions, ensure aecoiintabiiity, and manage for results. This 
psvcs^ ai;d (uiirc.ach to our borrowers enabled us to build a data base to track the issues 
<wi V ustomei.s have and to address them ivefter. 

1 he \geney is seeing the benefit of this new process iti more recent di.sa.sters 
wheie ‘><S percent of otir loan applications are being completed within 14 to 16 days. 

Do wc still have hurdles? Yes. However, the feedback the Agency is getting 
t:.>ni k-gi>,iai>)r,s, local leaders, employees and most importantly, the disaster victims we 


I 
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-lie -.iriMtij lo help, is \.cn positive. Weconunue to focu$ r>n ciilumccJ twining for ODA 
eiiiplosccs .-lO lhe\ van belter serve Our ciisioniers. Wc criminue to improve our 11 
■ ip.onuel'.iiC. \wll ai update, expand our phone sysioius and improve our pJanning 
pi. \\ e h,o e psii merries ntid mechanisms in place to identify isstics and address 
them they arise. But most importantly, we have methods in pktee for greater 
interaction wilii our customers. 


In the coming months, stur efforts are focused on a number of activities; 


1 . Ensuring vve are responsive in providing the states with infomiatiots to support their 
Commimtiy' Dc\ elopmcnt Block Grant funded programs. We have weekly 
conference calls with the .Mississippi Development Atitliority and the Louisiana 
Recovery Authority to make certain, they are gening nil the information they need 
from us and visa-versa to ensure delivery of needed stid. 

2. t'ompleting the process reengineering and continuing to improv e automation to 
ensure that it is fuHy in place for future disasters. Thi-S includes developing an online 
application fcir foiiire. disaster eictims. Wc strongly telieve that the more we can 
aiitomare the intake of all the necessary doctimemaiion, the more efficiently and 
accurately we can process loans and get the much needed money to rebuild into the 
hands of disaster victims sooner. 


finalizing deluiled surge plans, so that vve have clear, well-documented road maps 
and implementation models in place, based on the size and naiure of the catastrophe, 
nie Deputy Adminislrator is spearlieading thi.s undertaking, and we hope to have the 
opportunity to present our plan to the Committee in the near future. 

And: 

4. Exploring ways lo work with the private sector to provide more elllcienl and effective 
support in certain circumstances. 

,Additi(,inal!y. vve hope through (he legislative avenues of this Committee, we can 
reach ttiil to tither disaster victims that the SB.A currently i.s unable to a.s.sisl. By granting 
.SBA authority to provide economic injury di.sa.sier assistance loans to non-profn entities, 
the .Agency would be able to help groups and organiztttions whose main focus is to help 
t'thcrs. 


I would also like to prov ide the Committee with some coninienis related to the 
draft legislation under consideration by the Committee. The Administration has no 
significant objections to Title 1 of the draft bill. However, the .Administration tloes 
believe that the creation of an .Associate .Admini.slraior for Disaster Planning i.s 
unitccessaTv. ..As mentionevl above. SB.A's Deputy Adminisirator is overseeing this and 
her leadership is adeviimie to ensure completion of the proposed improvements along with 
over.sisli! of fiiiurc el'foris. Also, limiting the Reserve Corps staff to no more than .10 



percent in any one region maj- adversely impact oiir recruiting efforts and unnecessarily 
increase the cost of the prograiti. 

rhe Adiriinislration does have serious reservations with tlie second Title of the 
bill as it relates to llic knding aspects of our program. 


Section 203 would create a bridge-financing program, for loatt guarantees up ttJ 
SiiJ.iHlO hi! businesses affected by a disaster, to be repaid with the proceeds ofain 
regular disaster tis.siMLinec loan subsequently made. This provi.sion '.wiiki HkcK increase 
eosis to in 111 the Kurower and federal Goveniroent. Borrowers would likely pay hiL'Isei 
fees and interest rates on tlte short term financing, and the Federal (jocenimeiu would 
hate to p.ty admiiiisinitiv e costs for (wo programs to deliver the same assisuuice tor 
siioit-tenn ioans later refinanced through the regular disaster loan program. The 
(jovcimncnt would al.so incur additional risk as some borrowers might lake out 
gt.aiaiileed loans that me not later rcfmanced through 7(b) loans. Moreover, this 
piiH ision is counter to Federal Credit Policy, which requires that lenders of Federally 
euaianteed loans assume at least 2Ws of the risk. 


Section 204 providing for a non-interest bearing deferment period of up to 4 years 
would require a massive subsidy in order to cover the interest .subsidy costs during this 
period. SBA thready has the ability to defer repayment, although inlere.si does accrue, 
Oenerally. the first payment i.s defeiTed from 5 to 24 monili.s depetiding on the extent of 
the tlisaster. Additionally, borrower.s may request an extended disbursement periixi 
beyond the 24 months based on their individual circutttsumces. Our experience i.s that the 
5 to ,2‘l month deferment period is sufiiciem for the vast majority of our borrowers, and a 
very reasonable benefit in light of taxpayer costs. 

Section 205 - the Atlministnition already has flexibility for adjusting repayment 
terms, anti a.s 1 slated above, can »>tTcr deferments of up to 2 year.s. If a borrower needs 
at! additional defennent because disbur.semenl lia.s been delayed, SB.A is already able to 
offer a,ssisiunce. Mandating tliai SBA u-sespeeifle defemiem i>eritxls for each 
disbursement will unnecessarily increase the co.st of the program. 

The administration ha.s similar concern.s regarding .section 206 and revising the 
di-sbursemcat process. SBA eurremly offers borrowers an initial disbursetnent of Si 0,000 
with furtlier disbursements based on receipt of collateral and progre.ss with the rebuilding 
effoit. This work.s in the same fashion as a commercial constn.iction loan, SR.A has 
eoiicerns ihat making ilisbiusenients without regard to the iimount offund.s aciuaily 
:;cedcd or the progress of the project may increase the risk of niisu.se <if funds or the 
iMteuti.i! for eovi in ei rtin.s that may result in project.s mot being completed or boirowers 
ii.ix i:ij to boio'w mofe funds. This provision may have the unintentied alTect of 
eliniii'.atine luT Ji.sbursemc.nts vvlsen warranted- While we would certainly like to en.sure 
di-vii.ster \ ietinis receive their loans in a timely basis, we feel the way section 2(,>6 is 
\^riueii requiniig disbursements to be done in three stages is itot pnident. 
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Set'Uon 207 - The Atiministrarion would appreciate ftiiihcr infoimatitiii reeaiding 
tliiN prii\ i'-iiii:, As ws’ uiulcrsiand it, the intent is to allow Inisincss loans under SltiO.PttO 
to be m.kU* witiiout allowing SBA to use tlie borrower’s persoiutl hoitK- us coiluicrai. it 
;n aila>'le. SBA .>eticially uses ifie best available collateral in any lending situation. 1 liis 
ptohibition would limit collateral and, ofcotffsc, increase losses aits! affect the ,suhsid> 
cost ol'thc program. 


Section 21>8. SB.A helicccs there is a role for tlic private sector in assisting SB, A 
in pax'essing disaster loans in limes of major or catastrophic dis'.i,stcrs, \Vc have reached 
out to the private sector b\ 'vay of a Request ibr Propt'sais and we received no bids from 
the financial services comimiiiiiy. However, we are continuing our efforts to vvork w ith 
the banking community in an effort to find a beneficial proposal. SBA would suggest that 
thi'- provision be amended by removing paragraph (bl. VV'e are concerned that mandating 
tlic use id' the priv me sector in. sttecilic situations wtiuld limit our rtexibitiiy and that 
w.iiting timii a .'U day backlog arose would create problems for borrowers. The 
.Ailministratiint would prefer language allowing the .Administrator to use these services at 
his discretion. 

The .Adni!ni.sliation must slrcrutonsly oppo.se scctii.m 2H) requiring the Agency to 
pivv ide grants to .small bii.sinesses. This is duplicative of evisling programs within ilic 
federa! government. In fact, the Slate of Lrnii.siana is ctirreiuly providing grams to small 
businesses through I irO's CDBG funding. Under this provision SBA would be 
C-stabiishing a new program to duplicate assisitince alretuly being provided. 


The Administration also strongly objects to Section 211. If a disaster victim 
receives an in.surance payout or a grant to assist in rebuilding a damaged property for 
which a disaster loan was providetl, tlic Agency has an obligation to the taxpayer to 
eitsure that federal assistance is equal to the amount of losses, not placing the borrtwvcr in 
an improved piisition. t.hider this provision a disaster victim cmild receive as much a.s 
tw ice the amoutn of federal assistance for the same loss, rcqiiiring taxpayers to pay for 
the same vlantagc twice. 


In regard to the increase in tiie maximum loan amount in section 212 the .Agency 
feels tlii.s is no! neee.si!ar_v. Our data shows that only roughly 600 loan applications 
exceeded the SI. 5 niilHon dollar liire.shold in their datnage assessments, and many of 
tlKtse were not-for-profit iitstitulions or businesses that qualified as major sources of 
employ ttiem. '1 he Administration is also worried lliat increasing the subsidized lotut 
.mutum will lesM'n the incentive for those businesses from acquiring sufficient insurance 
to cov el their looses, the .Atiministnilit.m is also concerned that prohibiting net earnings 
C couit! ic'Uh in a higher subsidy cost for the program. 

Xcvt:i>:i 212 - the Administration understands the need to allow bu.sines.scs to 
u'vov cr trom disasters, and our lending is based on that premi.se. Hitwever, SB, A also 
believe' tii.i! vuicc a busiitcss has recovered it shottld repay the SBA a.s expeditiously as 
r..'-.-.:b:c anti mitatiiizc ta.xpaycr funded subsidies, and that increasing the k*an limit to 
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riskier borrowers to a level higher than tiiat which applies under llsc 7(a) program may 
not be pnidetu. 

ClKiir\simian X'cla/quez while we cetlainly have some concents with the 
legislation ist its currciH lorn), we hope w work closely with the committee meiiibcrs and 
> ■ Htf staff to ensure tliat future disaster victims arc well served by the Office of Disaster 
Axsisiasice at the SBA. 


Thank you again for inviting me today, and f look forward to ytnir questions. 
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Hearing on Disaster Relief and Access to Capital Legislation 


Rayburn House Office Building, Room 2360 
March 8, 2007 
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Statcmcnl of James L. Witt, CEO, James Lee Win Associates, a part of Global Options 

Group fnc. & 

Former Director of the Federal Emergency Management Agency (FEMA) 


Chairman Velazquez and disunguished members of the committee, thank you for inviting 
me to participate in today^’s hearing. I appreciate the opportunity to come before you to 
share my thoughts about the Committee’s ptopo.scd reforms to the .Small Business 
Administration’s (SBA) disaster recovery programs currently under consideration. My 
testimony has beeti shaped bv my perspective of working on these issues in both the public 
and the private sector and at all levels of government - Federal, State, and local government 


The Small Business Administration’s essential role in Disaster Recovery 

During my tenure as Director of the Federal Emergency Managctnent Agency (FEMA), I 
viewed ovir Federal partners at SBA as critical to our efforts for helping communities recover 
following a major disaster. SB A’s disaster loan programs for individuals generally provided 
greater financial resources for an individual i.ir family looking to reimild or repair their home 
than was available through FEMA grant projjrams, SBA’.s loans to small business owners 
were essential for making sure that disaster impacted communities were able to retain the 
small businesses that employed their resideiir.s-, that provided vital goods and services; and 
that sustained the tax base for immicipal government. 

Atiditionally, SBA was frequently able offer its disaster loan assistance ro commiinities that 
experienced disasters which did not meet F'E.M.i’s criteria for a major disaster dt’clanitit:),(s. 

't hese were disasters where there were .significant losses, bur where ihc state and local 
resources were not .so overwhelmed as to warrant a major disaster declara tion. While 1 
oversaw more than 350 disasters during my years as FEM A IDirecior, SBA was involved with 
a good number mote than th.at. SBA not only supported the Federal effort in those 350 
major dKa.sters, but also processed loan applications for the disasters that were declared 
untiet SB.A’s owm dedatatioo authority. SBA disaster loans aft an essentiai too! in the 
Federal government's toolkit for assisting disaster victims following a natural disaster or 
terrorist incident, 
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Creating the Environment for Reform 

1 see tlic current predicament for SBA as being similai to the FEMA that I iiiiietitctl. !n 
getting ready for iny testimony this morning, I reflected on my time as FfiMA Director since 
I sec the solutions for repair of SBA as analogous to the kinds of rcforin that was required 
for FEMA at that time. 1 also am reminded of the critical role thar Congress and our 
oversight corrmnrtees played in the re-invention of FEMA. 


When President Clinton asked me to be his FEMi\ Director after he won his first election in 
1992, wc were facing many of the same issues following Hurricane .\iidrew that FEMA and 
SB.'i face today following the response and recovery assistance after Hurricane Katrina. 

"rhe response and recovery efforts had been slow and inadccjuare following Hurricane 
Andrew in 1992 - only a few years prior to mv appointment as FEM.\ Director. From the 
Senate floor. Senator Hollings famously called FEMA the biggest bunch of jackasses he had 
ever seen and often talked about how FEMA could not even lead a one car parade. 

When I arrived in Washington, there were several bills in Congress to abolish 1 I M \ Some 
proposals sought to break it up and give its tesponsibiliries to mnnctmis agencies and some 
advocated turning everything over » the military fciUowing a disaster. 

There were several reasons why we were successful in turning FEMA around and making it 
into a model agency, bur it had everything to do with strong kadership and a committed 
desire to change the system. It started with President Clinton, and key members of Ct,>ngress 
who gave us a chance to make FEMA work. 


.Leaders like Congressman F.ouis Stokes and lerry l.ewis and Setl.itors Batbarii Mikulski and 
Kit Bond gtive us the funds and rhe support we needed to get things turned around and it 
was very much a bi-partisan effort, I credit those great ,state.smcn and women fot working 
with us and not giving up on the vision of what MAMA could become and hi.wv we could re- 
make our nation’s approach to delivering disastei tissistatice and reducing future lo.sscs 
though prevention and mitigation programs. 

Fixing FEMA really requited a desire for the Clinton .^dininistrauon to work with Congress 
- to make Co.ngrc.ss a partner in the re-invention of FF.M,^; u.) give members of the House 
and Senate the information being requested; and for us at FEMA to listen to the suggestions 
for improvements coming from Capitol Hill. It also required great patience and 
commitment on behalf of Congress. Our oversight committees gat e us the necessaiy 
legislative changc.s and re.sources, but they also demanded accountability and really held our 
feet to the fire. Fherc were numerous reports on the status of the Disaster Relief l•ilnd and 
regular updates on the various reform initiatives that we had put in place. It was this kind of 
partnerslup between the Executive and Legislative Branches that created the necessan 
environment for an historic change at FEMA. 


The partnership benveen the Administration and Congre.ss allowed us to look at k-gislatn e 
chanaes or clarifications thar made FEMA more effective at responding. This gave us better 
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dattt)- about the ability to pre-position resources even before a disaster occurred and before 
the President actually made the formal disaster declaration. 

We created and trained Emergency Response Teams with the best and brightest members of 
FEMA who could be ready at a moment’s notice and \vht> could deploy within hours to a 
disaster area. 

We professionalized the Federal Coordinating Officer cadre and other disaster rcsctvi.srs 
through on-going credcntiiiling and standardized training inuiatives. We cross trained and 
re-trained employees in the agency who had never had disaster responsibilities so (hat they 
could help out in tlit field or could play support roles back in headquarters. It i.s not that 
they did not want to take on that responsibility, but rather iliat they had never been asked or 
trained how to work in the di.saster programs. 

Wc made better use of technology’ to speed up the damage inspections in the field and the 
ptoces,smg of disaster assistance that exponentially increased the .speed with which we issued 
assistance to disaster victims. We reduced the ume it took for disa.stcr victims to receive 
a,sststance. from an .average of three weeks to and average of seven days. Seven day.s was just 
the average, it wa.s frequently even quicker than that. We were able to .make those changes 
to the FEM.A assi.stancc delivery sv-stem in 1994, over a decade ago and before the internet 
had become widely used, just imagine how Icchnologv could be leveraged today to expedite 
assistance to disaster victims now. 

Wc even got Congtes.s tci invest more in mingauon and prevemion efforts by increasing the 
amount of funding available following a disaster to mitigate future risk and by creating the 
first pre-disaster mitigation fund to address ri.sk liefore a disaster occurred. 

I mention mt’ experience.s at FEM.A not simply to relive the good old day.s, but to offer 
some hope and encouragement and possibly a blueprint for what the Small Business 
Committee and the SBA arc embarking on tod.ay. A'ou have the power to impact so many 
lives of OUT fellow Americ.ans who e.xpcrience great suffering following the ever increasing 
number of natural disasters that we experience each year and for whom there is constant 
concern about future terrorist arweks on l'.S soil. 
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Legislative Fixes and the Blueprint for enhancing SBA's role in Disasters 

I ha^'c reviewed the legislation that the Cotninittee has tkafted and believe that the bill is 
what is needed to restore and improve the SBA disaster progtams that are so critical to a 
commimiry's recover)' from disaster and resihenq’ to future disasters. 

1 agree that SBA must have comprehensive disaster response plans in place that incorporate 
a risk-based all-hazards approach. 'I raining and cMctcising these plans with all of SBA’s 
partners tn disaster is essential, federal, state, and local government must exercise rogetiier, 
but it is also important to include the private sectot and that plans address the need for surge 
capacity during a disaster. There are several states such as New Jersey, Texas, and lUinois 
that ate building busiiie.ss mutual aid networks that can support both the public and the 
private sector with resources during a disaster. It is the business cards that are e.xcbanged 
and the relarionships that arc developed through pre-disaster planning, training, and 
exercising that lead to an effective disaster response and a quick recovery. It is not only 
prudent and appropriate for SBA to have such plans in place and regularly exercise with 
pii,rtners in disaster, it is impoftant for the Federal government to model what it is asking 
individuals and families, ]iusines,ses, states and municipal governments to do — lie prepared. 

It is always a challenge ro maintain an appropriaicly sized disaster reservist cadre with well- 
trained individuals, but it will cither make or break the quality of response and tccovety 
efforts following a di.sa.ster. When I was MiMA Director, 1 was aKvav.s amazed at the quality 
(.if the individuals that we were able to recruit and train as disaster assistance employees 
(DAEs). Many of these people were retired CdiOs, COOs, CFOs of large organbsariotis. 

Our disaster resemsts were senior, decorated military veterans; they were skilled architects 
and engineers who had flexibility in their jobs or they had cniplove,fs who recognized the 
important role that teniporary disaster assignments could pl,ay in the lives of theit fellow 
Americans both personally and professionally. There Is so much talent m the communities 
throughout our nation, and it is imperative that we tap into ihis talent and direct the energy 
and goodwill that exists when disaster strikes. T he (iommitiee’s liill stresses the importance 
of just such staffing efforts and 1 agree yvith your insights. 1 would al,si.5 suggest that you 
t(.)nsidet offering health benefits for the temporary (.hsasrer workforce. Maintaining a qualitv 
disaster cadre cun be difficult without the ability to offer health benefits. When I was at 
F.EMA we were .sought and received the authority for 2-ycar and -l-year term appointments 
known as (latlre on-call Rcspon.se Employees (CX)RE). We created the CORE positkjn.s to 
insure that we did not lose c.xpcricnced folks in our disaster programs and to make sure that 
wc retained the employees in whi^im we had invested so much training. 

Another js,sue that I found difficult to get a handlo on was rlie FE.,MA disaster budget. 
Initially, I couldn’t get anyone to tell me exactly how much wc had m the ITi.sasrer Relief 
Fund (DR.!‘) at any given point. Const-quenth’, it wa.s difficult for I T-.,\f,f\ to know 1k)w 
much money to ask of Congress for the disaster programs. Planning fur disasters is a lot 
more difficult if you do not know how much of yoiit vc.sourccs arc available. .Additionallv, it 
was difficult for Congress to justify the amount of funding to approprtarc to Id 'M.V. We 
immediare began working to cstabli.sh tiie 5-yeaf average for declared dtsasicrs, excluding the 
1994 North.rklgc F.arthquake in the Los Angeles .Area as the outlier, and came up with S2 
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bilHon as the annual funding needed with some conniigencv funding at the (,)ffice of 
Management ami Budget to allow for unexpected emergencies. 

As ,FEMA and SBA work to reform the manner in which iheii agencies operate and revise 
tlieir respective disaster programs to ijerter meet the needs of disaster victims, it will lie even 
more important to re-examine how the two organizations and their various disaster 
pr<)gr.ams work together. I suspect tliat some of the pvevicms grant lei-els for FEM.i and 
loan amounts for .SBA shouki be reviewed to deiennine if they are continuing to meet the 
disaster needs of biismesscs and individuals. In addition to raising the caps on small 
business loans, I rvould also suggest a review' of the maximum loan amount for homeowners 
as the S2()0,0IK) limit is no Itmger adtcjuaic in most real estate markers, liveiv disaster is 
different so the programs retjuire the necessary flexibility tt) adtirtss ctmstamlv clianging 
situations, but it is also important to have parametens and goals that keep in tact the over- 
arching philosophy of Federal disaster assistance as a supplement to private insurance, state 
assistance, vohmtaiT organizations, and help from family and friends. 

From my experience as FF'.M.X Director, 1 found there to be a very close working 
relationship between the FF.M.A and SBA leadership that lead lo a seamlcs.s Federal 
iiliproach to elisastcr assistance. A lot of times the coordination on disaster assistance- 
happened in a relatively low-tech way by having uurSB.A partners sitting m the l liMA 
tcleregistration and helpline phone centers so tliat when a disaster vicriin called with a SBA 
loan issue instead of a FF-MA imjuiry, we were able to easily rc-dirccr the call to tlit; SBA 
staff that w’ere sitting along .side our stuff. With the vohiine of appiicatiotis and the unique 
problems that arose following Katrina, it is especially impt-irtant that these close coordinatkin 
IS still taking place now while both orgaiuzarions are working to respond to the failures 
highlighted following Humcanc Katrina, liic Committee may want to ask SBA, FliMA, 

IRS, and others agencie.s to .study ways to bettor sliare information of those applviiig for 
assi-srantc while still respeetitig Prtvaev Act concerns. The ability for these agencies, and 
others active in di.s:isters, to share information will allow for expethled application ami 
review, better accuracy, and less fru.stration tm behalf of dl,sa.stcr victims. The .“haring of this 
mformarion will facilitate the veritication of addresses, .social secuatv numbers, and odier 
common data that all of the agcncie.s collect scp.arateiv; but that each of them needs to 
adnrinister their respective programs. 

When we began working on the fe-invention of FliMA in 199 1 . the flt-sr ptitnities needed to 
be improvements to the speed and accuracy writh which we deln ered disaster assistance. 

.After we completed that, we very quickly turned our attention to .some of the broader sv.stem 
issues of the daniagc-tepair-damage cycle that exists. In doing so, we focused on promoting 
prevention and nnrigafion of nsk. We recognized that it wouki give us the best return oti the 
fetk ral iin esimenr. This (ioiumitiec is beginning the reform of SBA bv .seeking to correct 
the problems wiih the SB.A disaster a,ssistance programs and dt livery svstem.s thin were 
uncovered through hearings, that GAO identified in its Fehtuarv report on, the SB.A 
response to Kiitiuia, ihat dedicated and frustrated career ttvi! servants are sharing becau.sc 
they know SB.A can do better and has done better in the past, and that sinall businesses and 
itulividuals in the Gulf Slates are sharing abtiut their experiem e since Hurricane Kamna 
devastated that Region. While :iddrcs.sing and correcting the speed and accuracy for 
lulmmistcnng tiisastcr loans is the front burner issue today, 1 would encout.agc vou and the 
SB.A k-adenship to also look at the larger systemic issues and to begin identifyuig how the 
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SBA can also impact llic darnage-tcpau-damage c)'clc that exists and how SBA can help 
promote bcttei pteparedness and mitigation in our communities. 

Another area that I believe SBA can play an important role with in the future is in fadlitating 
regional public -private partnerships for security and sustainabilmc The Department of 
Homeland Security fDHS) has emphasized the importance of regional planning and of 
public-private collaboration, but has not shown much kxulership to date m facilitating such 
efforts. There are a number of organically grown initiatives iliat liave sprung up but so far 
DHS has done vety little to provide any blueprint to guide such efforl.s, and fechnica! 
assistance, or any seed funding to establish regional public-private ]);irtiiersliips that promote 
preparedness and mitigation efforts. 1 would ask that this (lommittee, together with SBA, 
discuss whether and how SBA might assume a leadership role in this area in the future. A t 
are reminded of the interdependent nature, of the public sector and rhe private sector 
whenever the often-tjuottd statLstic that 80 85% of the nation’s cnftcal iaftastruenne is 
owned or controlled bv the private sector. Additionally, we need ro look no further than the 
incident that has re.suhed in our hearing todav — Hurncanc Kairina. Kiimna severely 
disrupted thousands of businesses throughout the Mississippi Gulf Goasr Rejpon and hatl a 
significant impact on our economy. 

While there arc mail) business siicce.ss storic.s following Hurricane Katrina with larger 
corporations such as \X'al-Mart, I iome Depot, and I'cdlix coming back online cjuicklv and 
being open for business within days, you know all too well that small busitiesscs did not fair 
as well. A .study conducted for Ma.steKlard international earlier this year found that B4°'ii of 
small busines,s owners in the DS arc not worried that a iianiial disaster will not affect them in 
rhe next 12 inondis; however, 77 % of these t.Avners admit that tlicir bu.sinesst's are not fuUv 
prepared should one occur, 'f'hesc findings strongly support the need for better planning 
and prcparednes,s that Involves all of the players having a slake in the iccovcrv proce.ss. 
Businesses, non-profits, volunteer groups, federal, state and local governments need to come 
together in a concei ted effort. As you work ro adilress die inimcdiatc refomis that arc need 
at SB.A, please contimie ro consider an SBA role in addressing the longer-term needs of 
preparedness and mitigaiion. 


The Time to Act is Now 

It is human nature, and continues to be iKitnc out by the actions of corporations and 
governments, that disaster progrtuns ate frctjuemly cut during the short breaks in the natural 
disaster activitr or in light of new or emerging thrcat.s such as terrorism. How ever, as I di.isc 
mv tesrimotu- today, 1 offer a few observations that suggest we would lie wise ro resist such a 
natural tendency to lot our guard down or to roll the tiice ivitli the pit-igranis we have to 
assist out fellow citizens following a disaster. 

I he recent trdog) of internationai catasttopluc di.sastcrs that induded the .South Asia 
'1 sunami late in 2ril,i4, I lurricane Katrina m 2{M.)5 and the 2005 Kashmir earthquake, 
demonstrated again the awesome and destructive power ot nature I'hese ineg.i ilisrorer.s 
were ct’spon.siblc for the loss of over 20{),000 lives in the tsunami, ’'i.fMtii h-, es m the 
e.itthquake, and 1,200 lives in the hurricane. In addition to the previous!', iimnuginable lo.s.s 
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of life, these n;ifuriil disasters each have had staggcnrjg long-term cconumic, ecological and 
social impacts on the communictcs m winch the catastrophes occiined. 

Hvcti dtmng vears without disasters of such hbtotic magnitude, the irnpacts of natu ral 
disasters are becorning increasinglv more costly and this trend is being tracked by global 
insurance companies such as Swiss Kc. Svvdss Re’s annual report that looks at the global 
costs of disasters found that in 20i)3 human-caused and natural disasters resulted m 6il.(.l00 
deaths and about S70 billion in econoirac losses. In adtiiuon, it is estimated that the 
economic costs of such disa,sters threatens to double, reaching an average of SI 50 liillion a 
year in the next 1 0 years.' 

The Vi otld Watch Insutute, in us publication SSu!; oft’iK Wtirfti 2001 : . ■! Xiepor! an Pmfrffs 
Tmmrd a Sas/nrmibk demonstrated the human cost of disasters bv examining global 

deaths by disaster type and found that floods were responsible for fortv-nine percent of 
deadis, that earthquakes or volcanoes were responsible for thirty percent of death.s. that 
windstorms were re.sponsible for fifteen percent of deaths and rliar all other disasters caused 
six percent of deatlis. The World Watch report also notes that Hoods alone cause iiearh' 
one-third of all economic losses, half of all deaths, and seventy percent of all homelessness. " 

Those communities that have taken steps to teilucc their risks have realized significam 
returns on their investments. In fact, the World Watch Institute study found that even' 
dollar spent on elisastcr mitigation and preparedness saves seven dollars in disaster related 
economic kisses. ' SB.'\ already is an important player in 1. ’.s disaster recovery efforts and 
with the help of this (.'ommittcc it can lead efforts with die business community :ind 
municipal leadership to make our communities saftr and mote resilient. 

Tliank you and I would be glad ro answer any of vour qucstion.s. 


'Thomas Hess, Sigma Ko. 1 ''2004 Natural Catastrophes anti Man-made Di.sasters in 2003: Many fatalities, 
comparatively moderate insurcil losses Published by Swiss Reinsurance Company Economic Research & 
Consiiltiirg pp, j-1 I 

' .lanci Abramovitz. State of the World 2001 : A World Watch Instiluie Kepoti on lb-ogress l oward a 
Sustainable Society, 2001, World Watch Institute, pp. 123-142 
’ Ibid 
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Testimony of Harry C. Alford, President/CEO, National Black Chamber of Commerce 


Madam Chairwoman, distinguished members of this important Committee, I express my 
gratitude in having the opportunity to address you about this very important subject - 
Disaster Relief Programs of the SBA. Since that dreadful day in August, 2005, we have 
been reeling from our inability to provide proper response and relief to a certain segment 
of our population. The reality of our inability to properly come to the aid of fellow 
Americans is a topic that demands our full attention and correction. God forbid if we 
have to repeat the incompetence, arrogance and neglect exhibited before the world via 
television. It was a shame directly attributed to the richest nation on earth. 

The National Black Chamber of Commerce was founded in 1993. Its mission is to 
promote entrepreneurial growth and economic development in African American 
communities and the Black Diaspora. According to the United States Census Bureau, 
small business in America is booming. Leading that growth is the Black business 
segment that has grown by over 42% during the period of 1 997 - 2002. We have 
numerous chapters and direct membership throughout the recent hurricane affected areas 
of Texas, Louisiana, Mississippi, Alabama and Florida. Prior to Katrina, the State of 
Louisiana had the eleventh largest population of Black owned businesses by itself The 
region accounted for the largest regional representation of Black owned firms. 

Despite this vitality of growth and development, we have witnessed from budget cycle to 
budget cycle the reduction of funding and resources to the US Small Business 
Administration. As our numbers have grown, the services and manpower of the SBA has 
been heading in a downward cycle. The current budget request from the SBA is $464 
million dollars. I recall the funding of over S860 million less than 10 years ago. How 
does a nation that prides itself in small business growth, which provides 70% of all new 
jobs, apply a “choke hold” on the SBA? 

We are faced with an ever competitive global market. Yet, we have dwindled the SBA to 
a point of anemia. Our readiness had been depicted and the SBA became a “disaster 
waiting to happen”. Eventually, the challenge emerged with the start of Hurricane 
Katrina. Yes, it was the greatest natural disaster in our recorded history but the worst 
came with a response that could not even attempt to be adequate or meet the demand. 

This great nation deserves a viable Small Business Administration. One that can 
complete its mission and serve the needs of Americans and their small businesses, replete 
with a 2 century disaster program. By simply transferring the costs of three (3) new F- 
22 fighter jets we could double the budget of the SBA and return it to mid-1990’s levels. 
Yes, we must think and plan better and meet the mission with more efficiency but you 
cannot achieve this by eliminating basic funding. Time is of the essence and restoring the 
faith of Americans is paramount. 
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According to the SB A, on August 1, 2005, the Disaster program had 880 employees on 
board; by December, the number of active personnel had grown to almost 4,000. The 
new personnel had to be trained, and more than 400,000 square feet of work space had to 
be acquired. The question now is this: Will we maintain levels that resemble the 4,000 
employee level or do we revert back to the inferior staffing of 880? 

This nation must be ready for the next Katrina. There was a painful lesson learned and 
we must act accordingly. This is going to take more resources - staff, systems and 
funding. We can no longer afford to keep our “heads in the sand”. What is at stake are 
the lives of Americans, their jobs and businesses. A first world economy deserves a first 
world disaster plan and readiness. 

In terms of planning, the SBA should be required to develop, implement and maintain a 
comprehensive written disaster response plan based on the intensity of Katrina. Office 
space, staffing, systems complete with coordination scenarios with applicable federal 
agencies should be established as soon as possible. This plan should be tested through 
drills and exercises that would simulate a major disaster. These plans should be realistic 
with proper resources and not designed as “blue skies”. 

There should be a position established to administer the above project. An Associated 
Administrator for Disaster Planning should be created to coordinate with the SBA’s 
Associate Administrator for the Office of Disaster Assistance, FEMA, and other federal, 
state, and local disaster plamting offices as necessary. This officer will report directly to 
the Administrator and will be responsible for planning for and leading the agency’s 
annual training exercises. It should go without saying that this person’s background will 
be consistent with the duties assigned. In other words, let’s not have a simple political 
appointment (without rhyme or reason) who will have a “melt down” during the first 
crisis. 

In regards to lending, we must have a comprehensive program that will significantly 
increase legislative limits on business loans. The process for personal and business 
lending should be streamlined to expedite funding and a system that is not punitive to the 
borrower in terms of repayment period and subsidies. We can enhance the lending 
authority for our Preferred Lenders so that they can originate, process, and disburse home 
disaster loans for a small fee. 

Short term loans, similar to the bridge financing provided by the Mississippi State 
Legislature, should be provided so that businesses can get started immediately with their 
rebuilding while they wait on the traditional disaster loan process. Grants for certain 
conditions can also be considered in order to “jump start” local rebuilding of businesses 
that provide jobs to the affected areas. 

The SBA should have adequate funding for outreach and marketing. Businesses within 
our communities rarely know what the SBA is and its programs. I dare say that the 
majority of the over 1 million Black owned businesses in this nation do not know the 
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address of the nearest SBA District Office or the District Manager and the applicable 
staff. Whether they are a mile away or 100 miles away there is no adequate interaction. 

There must be proper oversight so that we are assured of readiness when the next major 
calamity occurs. Congress should require the SBA to submit an annual report on Disaster 
assistance program performance during the previous fiscal year. This report should cover 
changes in staffing, technology, and a review of challenges encountered and overall 
results. During times of long-term recovery, such as now, the SBA should make monthly 
reports to Congress on the status of the program. 

Madam Chairwoman, distinguished members, your consideration of these proactive 
changes are greatly appreciated. We need a SBA that is equipped, trained and funded to 
better serve the needs of the people of this great nation. 
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March 8, 2007 


Chairwoman Velazquez , Ranking Member Chabot, and members of the House Small Business 
Committee, my name is Margot Dorfman and I am the CEO of the U.S. Women’s Chamber of 
Commerce^” (USWCC). I am pleased to be here today to share the USWCC’s strong support of 
the RECOVER Act of 2007, an important piece of legislation that will give small business 
owners the security of knowing that the Small Business Administration (SBA) will have an 
effective plan in place to meet their needs in times of crisis. 

The 2005 Gulf Coast Hurricanes had a dramatic impact on the small business members of the 
U.S. Women’s Chamber of Commerce. But as much as they were alarmed by the damage the 
storm caused to their communities, they have also been shocked by how badly managed the 
disaster response has been. Time is of the essence in these emergency situations. For many of 
our members, timeliness proved to be as important as receiving the assistance itself 

It was clear that SBA was completely unprepared to deliver disaster assistance on the scale that 
was demanded, and certainly not on a timeframe that would have expedited recovery. Instead of 
executing a plan that was already in place, the administration reacted to events on an ad hoc 
basis — ramping up employees and locations as the demand grew. Unfortunately, that meant that 
by the time additional resources were added, small business owners were already experiencing 
the terrible customer service that came to characterize SBA’s handling of the response to the 
2005 Gulf Coast Hurricanes. 


The U.S. Women’s Chamber of Commerce enthusiastically supports the RECOVER Act of 2007 
because it requires SBA to look ahead to future disasters and plan for a variety of possibilities. 
Readiness is the key to delivering timely, effective disaster loan services. This year, 
communities around the country have called on SBA to respond to a variety of non-hurricane 
disasters. From ice storms in Iowa to tornados in Florida, it is vital that strategies be in place to 
respond effectively to the needs of small businesses, regardless of the location, size or type of the 
disaster. 


In addition to creating comprehensive disaster readiness plans, the RECOVER Act also requires 
SBA to maintain those strategies over the long-term. At USWCC, we believe that this is a 
critical function of this legislation. Although many people are still struggling to recover from 
recent disasters today, it is important that the SBA’s disaster readiness not be allowed to atrophy 
in the future when conditions for victims of the 2005 Gulf Coast hurricanes have improved. Ten 
years from now, we hope to see SBA with a robust, agile disaster loan program that has 
comprehensive and practiced plans for a variety of disasters. 


U.S. Women’s Chamber of Commerce™ 

The strategic force of the women's ownership movement. 

1201 Pennsylvania Ave NW, Suite 300 Washington, DC 20004 
www.uswomenschamber.com 888-41 -USWCC 
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This legislation also makes important updates to the SBA’s disaster lending processes — systems 
that, the 2005 Gulf Coast hurricanes demonstrated, were badly in need of modernization. By 
providing solutions to problems that the SBA had in processing, improving, and disbursing loans 
in a timely manner, the RECOVER Act will increase small business owner confidence in SBA’s 
disaster service. This legislation recognizes that assisting small business owners after a major 
catastrophe is not a one size fits all proposition; it will give the SBA more tools to provide small 
businesses with relief depending on their individual circumstances, including bridge loans and 
grants. This legislation will allow the SBA to get private lenders involved to provide timely and 
effective service to business owners in disaster situations. Entrepreneurs will have access to the 
same affordable SBA loan with low interest rates and long repayment terms — just at a different 
location, serviced by a bank in their community. 

In closing, 1 want to thank the members of the Small Business Committee for actively addressing 
the problems so many small business owners experienced after the hurricanes in 2005. It is 
critical that we learn from those experiences — the kind of stories we are still hearing from our 
U.S. Women’s Chamber of Commerce members 18 months later — and make the needed changes 
that will ensure that, if such a terrible disaster happens again, the SBA will be in a better position 
to help entrepreneurs get back on their feet. I thank you again for your time today,l and welcome 
any questions you may have. 


U.S. Women’s Chamber of Commerce™ 

The strategic force of the women's ownership movement. 
1201 Pennsylvania Ave NW, Suite 300 Washington, DC 20004 
www.uswomenschamber.com 888-41 -USWCC 
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Testimony of 

Associate Administrator Michael Hager 

CIihkI Morning Chairwoman Velazquez, Ranking Mcinbei' Cliabot and 
disiingiiishokl members of the Committee. My name is Michael Hager, and I am the 
Associ.ite Administrator i'or the Oilicc ofCapital Access at the I 'S Small Business 
•Arlminislralion. Thank yon lor inviting me to discuss !egi.slati\e proixtsais affecting our 
business lending programs at SBA, 


SBA has exfHirienccil significant growth in our programs over the past five years, 
more than doubling the tuimlvr of 7(a) and 504 loans funded. In t-'Y 20t)i, the loan 
prognuns ser\cd alxvul 42.000 small bu.siness hotrowers, and by f'Y 2006. the number 
jumped to over lOO.OtJO itt our tuajor business lending progiant.s. 

litis growth is due, in large part, to the zero .subsidy policy that bus been adopted 
for both the 7(a) and 504 loan programs. Zero .subsidy has allowed the ,‘\gency to 
siiihilize our lending programs and meet the financing demands of small businesses, 
without the need for loan cups or temporary suspensions of program availability due to 
apprttpriatioas shortfuils, such as those which occurred in 2(10."* atid 20()4, 

While reaching more and more .small businesses :il an e.xtraordinary rate, fees in 
the 504 program har c gone down signilicantly . and the uplfont fees in the 7(a) program 
arc at the same level a.s lh07. Further, zero subsidy ha.s provided .stability in the prognun, 
which is of utmost importance to the lenders acros.s the couniry that participate in our 
programs and deliver imich-nccded tinancing to .America’s entrepreneur.s. 


We share the Committee's desire to support small business devehi|)nieiii and 
eonliniie the vital contribuiions .small busines.ses have made to ,Ainerica'.s economic 
growth in recent years. On behalfof SBA .Administrator .Steven Preston, we U.)ok 
ibrward tv) working with the Cotnmittec to ensure that entrepreneurs have access to the 
capital neccssvtry to start, erovv and .strengthen their businesses. 

W'e uiulerstand that the Committee is evuisidcring legiskitive chanecs to SB.A 
jiiv'VMins. p.u’licuiarly relating to taxpayer subsidy foroiir business lending programs, 
Iciitlci p.iitictpation and application processes, and targeted products for veteran.s and 
busiaessc.s in low income coinmimiiies. Before I comment alvvui these proposals, 1 
vvtiulJ like to share a few propostils from the SBA. 
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National Proftrri'd l.tiider I’nioram 

SBA recogni/c'! the need to make our products more iwcr-Ci ieridi> for (he lenders 
v'iho participate in our programs and requests that a National I’i 1’ lenderappnnal and 
reiicnal process he aiilhnri/ed. SBA already provides (his status but would appreciate 
sta!ti!oT\' authority sitpportitig ihnl activity. 

l.eiidi-r thcrsiglit 

SBA has a prograiraiiatic responsibility to oversee operations of all SB,\ ientiers. 
inckidtng {'ertitlcil Development Companies (CDC.s). I he ability to charge CDCs ami 
ret.iin fees trvr the cost of reviews would {nrovide SB.A w ith the means to cotsducl these 
re\ !e\ss. take necessary follow-up actions, and generally curry out SBA > progratumatic 
responsibilities isi this regard. This change parallels the Sniul! Business Inveslinem 
Company tSBIC) and 7(a) cxaminationj'rcview fee language fonnd in (he Small Business 
hnestmein .Act and Small Business Act, respeciivcly. 


Eiiforecment .Authority' for Small Business Lending Companies 

SBA proposes a ehirillcation ii) the definition of small business lending company 
(SBLC) necessary to reinlorce SB \\ authority to regulate, supervise, and examine 
SBl.Cs. I hosigh the munber ot SBI.Cs is small, as a group they originate u high vtilrimc 
or.SB.A guaranteed loans. Consequently, SB.A's risk expeesure is great with regard to thi.s 
group olTenders and it must bo clear (hat SB.A has the authority to regulate, supers ise, 
and e-xamine them. 


Maximizing u.se of electronic tcchnologie.s 

Increasing usage of such technologies will enable .SBA and its partners to reach 
small busines.s clients at the titnes and in the places that are most eoiivenient to them, and 
will help to make (he delivery of services more ellleient and eosi-elTective. lixplicil 
authority mandating the use t)f eicctronic leelmologies, will give SB.A greater leverage 
with its resource partners and will also support SlTA's elTort to use Agency rc-sources to 
develop E-products and to ptovide services in an electronic environment. 

Real E.state Apprai.sal,s 

SBA wishes to harmonize tise ap(>raisal iwlicy betvveen the 7(iri and 504 programs 
so that an apprai.sal by a stale ikensed or certified apprai.scr is required when the 
commercial real profx-rty being financed is worth more than $25().(MK). 

Leasing Policy 

SBA ahso wishes to harmonize the leasing policy between 7(:i) and 504 and set a 
couution standard allowing up to 40% of a facility to be leased lor a new or existing 
biiikling. This would eliminate the current distinclion Ix-tween new' construction and 
existing property and addres.s ambiguity in (be current statute. 
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Use of Systematic Alien V'crificntion for Enlitteinenl I’rogninis 

SBA also requests legislative authority for SBA to require that lenders use the 
Sysicinatic Alien Vcriilcsilion for Entitlement (SAVE) program lor the verificaiion of 
alien status. This will eliminate the current verification process, and would speed loan 
iransaetioHS by u.sing the SAVE program. 

Secondary Market (luaranty 

SBA requests authority to charge a fee on loans sold in the secondary market. 
SBA has a responsibility to provide prompt payment on the pools of these loans separate 
from the 7(a) loan guaranty. This fee would cover the potential future subsidy cost of 
ensuring the payment of pool certificates. Tlie fee would Ixt (.'ayabie by the in'i’cstor in 
the secondary market certificates. We estimate that in any given year the fee will be 
modest and no more that 6 basis points. Tliis type of fee is already used by the Ginnic 
Mac secotidary market program and eliminates the hixpayer .subsidy costs for (hat 
program. 


1 would jiow like to comment on the proposals forwarded to ns by the roinniitiee. 


Section. 101. Fee Reduetion.s 

The Administration remains opposed to reintnxiueing ta.ypayer-funded subsidy 
for the 7(a) program. Wc are concerned that reintroducing subsidy will have the effect of 
destabilising the program for lendcr-s and risking loan caps and temporary shwtdowm of 
the program due to appropriations process delays and shottlalis. 

Further, the Federal Credit Refonn .Act (FCRA) specifically requires that agencies 
obligate for the cost of loan guarantees based on the ■•currcni" fcssumplions, tw defined in 
the Balaticed Budget .Act; ihi.s means that obligations imisl be Irased on the economic and 
tectoieal assumptions used in fonnulating the President's Budget. Loan ty[x* mix and 
performance estimates for 7i'a) are considered technical assumption,s and are calculated in 
advance of the year solely on an annual basis. Revising tltc loan type mix on a quarterly 
ba.sis would not only be technically daunting, it would clearly be ijiconsistent with the 
requirements of the FCRA. 


Section. H)2. Rural Lender Outreach 

The C.'ommitlee's proposal includc.s language establi.shing a Rural i.ending 
Outreach program. We share your comniitmeni to ensuring parlicipaiion oflenders in 
rural area.s. and continue w sec the nuraIxT olToan.s increase in thi.s market. However, 
the Agency has experienced a loss of small bank lenders, particularly in rural areas. SB.A 
believes that this initiative, with proper credit underwriting siandard.s can encourage the 
ii.$c of the program by smaller lenders. However, it would need to be .strucuired u> avoid 
duplication of she existing rural loan programs of the USD.A. Moreover, ch.mgcs to 
currcni limitations on low documentation loans and c.xpcriciicc requirements for lenders 
could raise program costs. 
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Section, Makino <'ominiiiiit> Express perniancnt 

\\ c Mii>|v>rt the concept ol" making the Community Hx|ires.s piMgiam iK-i inancni 
1 lie prognmi prov ides ;iti S5 percent guarantee on loans of up to S 1 SO.OtiO and 75 percent 
i(i: loans up to S25(i.tKHJ and provides for management and technical assistance to 
enlreptenetirs. t 'omnninitv ii.xpress ailtnvs lenders to use their oun lortns and ioan 
protcdin cs. ulneh is parliciihirly important for those who only do a few SH \ loans each 
Near. However. S[i,\ opposes the provision requiring that loans timier have no 

Collatcrtil. SBA Iviicccs that this decision is best left with our lending partners to a.sscss 
on an indiv idiiul basis. \Ve are concerned tisat a blanket jwHey may aciuullv result in 
many margin.il honowers being left out. SBA also has concerns over the )H'teiuial 
constitutional raimiictttions ofthe language. Paragraph (.AXi) appears to create a 
siaialiav prelerenee for certain groups. SBA would prefer language that w.is focused 
mote oa low tnevtme and iinderserved conuTOinities which wtuiki oiler servtee to those 
groups without implying preferences. 


Section. UM. Medical professionals 

SB.A commends the Committee ibr recognizing the importance of expanded 
health care access in low income communities. Wc regularly do a siunifieaiii amount of 
lending to mcthe.tl professionals who itre .seeking to establisli practices. \\ hilc the 
Comrniltee’s legislation includes a bon'ower and lender subsidy speeilicallv for medical 
doctors and dentists hx-ated in low income areas, we do not telieve that such a marginal 
savitigs on loan payments due to a subsidy would create a signillcant impetus ft»r medical 
profes-sionals to e.stahlish services in such areas. 

Wc alstj believe that any such projxtsal will have a significant upward effect on 
the subsidy rale. Finally. 1 must point out that Ixtlh this provisitm and section 105 violate 
federal credit policy vvliich dicuiles that loan guarantees should not exceed 80 [lerccnt. 

.Section. MS. Veterans Participation 

The Adminbtration shares the (’ommiticc's dc.sirc to make the benefits of the 7(a) 
loan more available to veterans. However, wc must (Hvint out that this proixvsal will have 
a .significant upward effect on the .subsidy due to the elimination of fees. 


Section. H>6. Alternative Size Standard 

We recognize the Committee’s desire to adopt a simpler method for determining 
whether a business qualifies as a small busines.s under the Small Business Act, 1 iowever. 
we hav e eonccriis about the potential for misapplication to borrowers who are large 
businesses. Thus, we ask that the legislation provide tiie Agency with the llexibiliiy 
necessary to ensure that the busincs.ses utilizirtg our programs are true small businesses. 
The Admiiiistraliori look.s forward to vvorking with y ou to develop a belter alicritalivc 
size standard policy for our business linaneing programs, 

A'ith regard fit the 504 loan program provisioas in Title II. the .Avlminislnitioti 
largely supports the prov isiims that ftveus 504 as a local econtnnic development program, 
Likcwi.se. we have no sig’niticant conceni.s with provisions outlining the opcraiiiig aieas 
for Certified Doveiopmciu Coivijxuiies. 'lliercinay be some Scehnietil eoiteents hut we 
appreciate the evnninittec's vvillingncss to vvork with us on these areas I Iowever. there 
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arc a few pixaisions aboui which the Admiijislraiion mus! i.lofiiiitivdy express its 
concents 

Seefton. 207. RefSBancing 

SH.\ wishes to cxpi'css concern that poorly performing debt not te retinanced into 
the 504 (migrain, W'e appreciate the need to refinance existing indebtedness in certain 
circtiinsuiitces hut would tipprcciate the ability to define those terms. We are also 
coi!ccrnc(.i lh:it aits large scale refinancing could displace private credit, which violates 
federal credit policy. 

Sectiiin 21 1 . Maximum eligibility 

t he , Administration must express its opposition to this provision. It would 
cs.sciiiii(ll> perinit up to 6 million dolliirs in financing to one .small business. SB.A firmly 
helieves tliat linancing at that level shouhl be relegated to the SBIC debenture program, a 
program far better suited to capital inwstinents of this size. 

Chairwtnnan V'ektzquez that concludes m> testimony . I look fonvarrl to 
tinswering any questions you may have. 
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My name is Kathleen Roth, president of the American Dental Association (ADA) and a 
practicing dentist in West Bend, Wisconsin. Chairwoman Velazquez and members of the 
committee, 1 am here to express the ADA’s support for your legislation that would 
establish a new “Medical Professionals in Designated Shortage Areas Program” in 
section 7(a) of the Small Business Act (SBA). This new medical professionals’ provision 
would decrease the cost of obtaining SBA loans for physicians, dentists and other health 
care professionals who open offices in designated health professional shortage areas by 
reducing origination fees and increasing the guarantees offered to lenders. 

Inadequate Access to Oral Health Care for Underserved Populations Needs to be 
Addressed 

The ADA, representing approximately 72 percent of the dental profession, strongly 
believes that all Americans deserve access to quality oral health care services. The 
Association is committed to working with all stakeholders to find solutions to providing 
the care that is needed by underserved populations who suffer a disproponionate degree 
and severity of dental disease. As U.S. Surgeon General David Satcher noted in his 2000 
landmark report Oral Health in America, dental caries (tooth decay) is the most common 
chronic disease of childhood - five times as common as asthma, and low-income children 
suffer twice as much from dental caries as children who are more affluent. In fact, fewer 
than one in five underserved children sees a dentist in any given year, according to data 
collected by the Centers for Medicare and Medicaid Services. These children cannot eat 
well, resulting in poorer health; they cannot study, reducing their performance in school; 
and they do not want to smile. Their self-esteem is negatively affected. They grow up to 



73 


be adults who continue to be affected by the oral disease they faced in their younger 
years-often at a disadvantage in the job market due to poor oral health and appearance. 
More important - the recent, tragic death of 1 2-year old Deamonte Driver, of Maryland, 
from a severe brain infection that may have resulted from a deplorable degree of 
untreated dental disease, underscores the urgency for passage of legislation that will 
enhance dental care access. 

Charitable Care is not a Health Care System 

In the absence of effective public health financing programs, many state dental societies 
have joined with other community partners to sponsor voluntary programs to deliver free 
or discounted oral health care to underserved children. According to the ADA ’s 2000 
Survey of Current Issues in Dentistry, 74.3 percent of private practice dentists provided 
services free of charge or at a reduced rate to one or more groups (e.g., homebound, 
handicapped, low income). A total national estimate of the value of this care was $1.25 
billion, or $8,234 per dentist. In 2003, the ADA launched an annual, national program 
called “Give Kids A Smile” (GKAS). The program reaches out to underserved 
communities, providing a day of free oral health care services. Give Kids A Smile helps 
educate the public and state and local policymakers about the importance of oral health 
care while providing needed and overdue care to large numbers of underserved children. 
In 2004, approximately one million children received free dental education, screening, 
preventive or restorative care from 38,000 dentists and dental staff volunteers. Through 
GKAS and many other voluntary events, dentists demonstrate that they will create 
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innovative ways to reach out to these underserved children. However, altruism alone will 
not provide sustained access to care for the millions in need. 

Barriers to Oral Health Care are Well Documented 

As a result of numerous national reports and conferences, the barriers to accessing dental 
care across the states and the causes of dentists’ reluctance to participate in public 
programs have largely been identified. These barriers include: 

• Low Medicaid reimbursement rates that are often less than what it costs dentists to 
provide care. 

• Excessive paperwork and other billing and administrative complexities. 

• Lack of case management to assist patients in receiving care, which can lead to high 
rates of broken appointments. 

• Poor oral health literacy and awareness about the importance of oral health. 

• The distribution or location of dentists within some states and local communities. 

Improving the SBA Loan Program Potentially Targets the Vast Majority of Dentists 

The overwhelming majority of dentists are small business people who could directly take 
advantage of improvements in the Small Business Act. Any enhancements in the loan 
program could have a positive effect on oral health care access by influencing the 
location of some dental offices. In fact, over 90 percent of all practicing dentists are in the 
private sector (totaling over 162,000) and the vast majority of private practice dentists 
operate independently owned solo practices (85%) or two-person practices (11%), 
employing on average of only 4.8 employees per dentist. So, the SBA “Medical 
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Professionals in Designated Shortage Areas Program” is targeting the right people to 
enhance access to oral health care services. 

Safety net facilities such as dental schools, community-based clinics, migrant and rural 
health centers, school-based or school-linked programs, and mobile vans that target 
underserved populations primarily in inner-city and rural areas also are very important 
but they employ relatively few dentists. Efforts to expand care only through safety net 
facilities, including a significant new initiative by the Federal government to include 
dental clinics in all new Federally Qualified Health Centers (FQHCs) or FQHC 
expansions, face growing challenges because of difficulties in recruiting and retaining 
dentists. Building clinics is relatively straightforward; staffing them is a decidedly more 
difficult challenge, in light of the current workforce situation and levels of student 
indebtedness. Significantly, the American Dental Education Association reported that 
indebtedness for dental school graduates averaged $1 1 8,720 in 2003, with public school 
graduates averaging $105,350 and private/State-related school graduates averaging 
$152,525. This level of debt puts a great deal of pressure on young dentists to set up 
private practices in relatively affluent areas to the exclusion of underserved areas. 
Enhancements in the SBA loan program could help make it more feasible for such 
dentists to also establish an office in an underserved area. 

ADA Supports Legislation with a Recommendation for Program Enhancement 

We believe that the “Medical Professionals in Designated Shortage Areas Program” can 
play a useful role in helping to make it financially feasible for dentists to serve 
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underserved populations. However, we also believe the bill could be strengthened - the 
fees on the loan for the medical professions under section 104 should be eliminated (as 
they are under section 1 05 for veterans) not merely reduced by half. The Association 
understands that this suggestion would add to the cost of the legislation but we believe 
such a change is warranted given the extent of the access problems and the financial 
barriers faced by dentists who desire to establish a practice in an underserved area. 

Such an enhancement would improve the potential for expanding the number of dentists 
participating in the loan program. As of September 30, 2006, there are almost 1,100 
dental offices that utilize section 7(a) and section 504 active loans, averaging over 
$330,000.00 per loan. That figure can be significantly increased with passage of a new 
“Medical Professionals in Designated Shortage Areas Program,” particularly with a 
waiver of the fees for the loan included as part of the provision. 
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SBA 7a and 504 Active Loans in the Portfolio by NAISC a of 

# 


Naics 

NAICS_Description 

Loans 

721110 

Hotels (except Casino Hotels) and Motels 

1,856 

722110 

Full-Service Restaurants 

1,645 

621210 

Offices of Dendas 

1,093 

624410 

Child Day Care Services 

959 

447110 

Gasoline Stations with Convenience Stores 

900 

811111 

General Automotive Repair 

874 

621111 

Offices of Physicians (except Mental Health Specialists) 

768 

541940 

Veterinary Services 

606 

811192 

Car Washes 

606 

811121 

Automotive Body, Paint, and Interior Repair and Maintenance 

590 

541110 

Offices of Lawyers 

562 

722211 

Limited-Service Restaurants 

513 

541330 

Engineering Services 

452 

713940 

Fitness and Recreadonal Sports Centers 

365 

524210 

Insurance Agencies and Brokerages 

311 

445110 

Supermarkets and Other Grocery (except Convenience) Stores 

296 

621310 

Offices of Chiropractors 

289 

235110 

Plumbing, Heating, and Air Conditioning Contractors 

274 

531210 

Offices of Real Estate Agents and Brokers 

274 

442110 

Furniture Stores 

271 

441110 

New Car Dealers 

238 


Sum of all 7a and 504 loans 
Sum of total loans 

Percentage Dentists to Total Loans 352,094,000/14,611,151,535 
Average loan amount perdentist 35%|KI4000/1093 

Percentage of Dentists per total nun{bei! 1093/97X34 


09-30-2006 

AppvGross 

$1,520,116,500 
$744,725,000 
$352,094,000 
$344,566,799 
$431,185,724 
$233,990,400 
' $365,049,100 

$215,759,625 
$239,803,111 
$210,031,000 
$201,613,100 
$196,483,000 
$196,224,000 
$200,510,000 
$112,785,000 
$161,628,000 
$68,454,000 
$80,124,000 
$117,491,000 
$171,966,000 
$167,609,000 

$14,611,161,535 

97334 

2,4% 

$322,135 

1 . 10 % 
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Chairwoman Velazquez, Ranking Member Chabot, and other members of the Small 
Business Committee, I am Jeff Rodman, President of Actors Federal Credit Union in 
New York City. 1 appreciate this opportunity to appear before the Committee on behalf 
of the Credit Union National Association (CUNA) and to express the Association’s 
support for legislation to improve the Small Business Administration’s 7(a) Loan 
Guaranty Program and make the program more affordable and accessible to small 
business owners and smaller lenders. CUNA is the nation’s largest credit union advocacy 
organization, representing over 90% of our nation’s approximately 8,800 state and 
federal credit unions, their State credit union leagues, and their 88 million members. 

Actors Federal Credit Union, located in the heart of New York City’s theater district, has 
over $86 million in assets and serves over 16,000 members in the entertainment 
community. Founded in 1 962 by members of Actors’ Equity Association, Actors FCU 
serves 75 different groups involved in theater, dance, music and motion pictures, as well 
as behind-the-scene workers involved in makeup and hair, studio mechanics, camera and 
lighting, and theatrical wardrobe. Some noteworthy facts about Actors FCU’s history 
include giving our first mortgage to the late actor Jerry Orbach in the 1960s and having 
Angela Lansbury become our ten thousandth member in 1979. 

In addition to providing an array of traditional financial services. Actors FCU offers an 
unusual and unique small business lending program. Our loan products must respond to 
the unique needs and circumstances of our members, many of whom would be considered 
bad credit risks at local banks because of the periodic nature of their work or lack of 
standard income documentation. We also make many loans that would be considered too 
small for most banks to consider. For example. Actors has made over $2 million in small 
loans for financing musical instruments. 

Madam Chair, Actors has considered participating in SBA’s 7(a) program for some time 
and believes it would both expand and enhance our business services to members. We 
received numerous inquiries about 7(a) loans from members seeking larger loans to 
purchase equipment for a production company or costumes for a theater group. 
Unfortunately, we have found the process for qualifying as an SBA lender, and the 
requirements for underwriting and servicing individual loans, to be too cumbersome and 
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time consuming to recoup the expense for the small size or number of loans we would 
make. Recent increases in both lender and borrower fees for the 7(a) program provide an 
additional disincentive for initiating a full 7(a) loan program that many of our members 
may find to costly to use. 

Credit Union Involvement in SBA’s 7(af Loan Program 

CUNA is a strong supporter of the 7(a) loan program, which provides America’s 26 
million small business owners with the capital and technical assistance needed to start 
and expand their businesses. We view the 7(a) program as an essential tool for 
achieving the credit unions’ mission of serving all the credit needs of members, 
particularly low- to middle-income individuals and groups living in communities that are 
not adequately served by other traditional financial institutions. 

We want to commend Chairwoman Velazquez for her sponsorship in recent years of 
amendments to the Science, State, Justice and Commerce Appropriations bills to increase 
annual appropriations for the 7(a) program in order to reduce costs to both borrowers and 
lenders. CUNA was pleased to be part of a coalition of 20 business groups advocating 
for these important amendments. We also commend the Chairwoman for her recent 
leadership in opposing the significant cuts proposed in SBA’s core programs in the 
Administration’s FY2008 budget request. 

While CUNA strongly supports the 7(a) program, its member credit unions have not been 
major participants in the program. Currently, less than 2% of all U.S. credit unions offer 
SBA loans to their members. While larger credit unions are more likely to be involved 
with SBA loans, and business lending generally, only about 18% of larger credit unions 
with more than $500 million in assets offer 7(a) business loans. While the number of 
credit unions participating in the 7(a) program has increased steadily since 2003, SBA- 
guaranteed loans represented only a small portion (2.6%) of all business lending to credit 
unions members in 2006. 

Several important factors have discouraged larger numbers of credit imions from 
participating as 7(a) lenders. First, Congress imposed overly strict limits on credit union 
business lending as part of the 1998 Credit Union Membership Access Act (CUMAA). 
From their inception in the early 1990s, credit unions had been active business lenders 
with no limits on the volume of business loans they could originate or hold. CUMAA 
imposed additional regulation on member business activity and a loan volume cap of 
12.25% of credit union total assets. This arbitrary cap had no basis in either actual credit 
union business lending or safety and soundness considerations. Indeed, a subsequent 
report by the U.S. Treasury Department found that business lending by credit unions was 
more regulated than other financial institutions, and that delinquencies and charge-offs 
for credit union business loans was “much lower” than that for either banks or thrift 
institutions.' 


Credit Union Member Business Lending . U.S. Department of the Treasury, January 200!. 
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The effect of the 12.25% business loan cap has been to discourage credit unions from 
initiating business lending programs. Given the added requirements and start up costs for 
an approved member business lending (MBL) program, including hiring of experienced 
staff, many credit unions fear that these added costs can not be recovered with a lending 
limit of only 12.25% of assets. As a result, the number of credit unions offering MBL 
programs has increased by only 350 over the past decade. Today, only one in five credit 
unions have member business lending programs and aggregate credit union member 
business loans represent only a fraction of the commercial loan market. 

A second factor limiting credit union participation has been SBA policies that, until 2003, 
limited credit union eligibility to participate in the 7(a) program only to credit unions 
with geographic or community charters. Since the number of credit unions with 
community charters still represented a small percent of all credit unions, this severely 
limited credit union assess to the program. Fortunately, SBA issued a revised legal 
opinion on February 14, 2003, removing restrictions on the types of credit unions eligible 
to participate as 7(a) lenders. CUNA applauded the SBA and Administrator Flector 
Barreto for this important change that now permits all credit unions that are able to meet 
the SBA’s eligibility requirements to participate in the program. Today, as reported by 
the SBA, over 250 credit unions offer SBA 7(a) loans. 

While SBA’s 2003 policy change was good news for credit unions, it may prove to be 
even more important for small businesses. As we understand from the SBA, many small 
businesses have difficulty obtaining funding through banks or other lenders to start or 
maintain their businesses, particularly when the small business is seeking a loan of less 
than $150,000, Given the fact that the average size of credit union member business 
loans is $166,506, and the average credit union SBA 7(a) loan is $87,600, this is a market 
that credit unions are well suited to serve. And this is a market that credit unions are 
eager to serve. 

Credit Union Concerns Regarding SBA’s 7fa) Loan Program 

CUNA is hopeful that credit union participation in the SBA 7(a) program will continue to 
grow. However, credit unions will have a difficult time increasing participation when 
faced with the current roadblocks of increased fees and inadequate funding of the SBA’s 
programs. 

The decision in 2005 to provide a zero-subsidy for the 7(a) program has dramatically 
altered the program. While intended to make the program self-sustaining and free from 
the uncertainties of annual appropriations, the change has prompted SBA to increase the 
maximum size of 7(a) loans and force borrowers to pay substantially higher fees. As 
Chairwoman Velazquez noted last year, this has meant additional fees for smaller to mid- 
sized 7(a) loans ranging from $1,500 to $3,000. 

These higher fees, in combination with the paperwork burdens of processing regular 7(a) 
loans, have discouraged many small to mid-sized credit unions, like Actors Federal 
Credit Union, from participating in the program. Credit unions currently participating in 
the program also complain that their members, and even many prior SBA borrowers, are 
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finding it difficult to accept higher fee 7(a) loans. Many are dismayed to see members 
who have declined higher-fee 7(a) loans go to private lenders and venture capitalists that 
offer loans with much lower fees, but at much higher rates and/or other loan stipulations 
that cost the small business owner much more in the long term. 

CUNA strongly supports legislative initiatives that permit the SBA to reduce borrower 
and lender fees for the 7(a) program to the greatest extent possible. We urge both this 
Committee and the Appropriations Committee to approve the highest possible FY2008 
funding levels for the 7(a) program. Without this funding, the current zero-subsidy 
approach of the 7(a) program will discourage credit unions from participating in the 
program and force many participating small lenders out of the program. The result will 
be a far narrower program that does not adequately meet the needs of America’s small 
business owners. 

Initiatives to Encourage Small Lender Participation 

CUNA also supports a number of additional proposals to encourage increased 
participation by credit unions and other smaller lenders in the 7(a) program. 

Low-Documentation Loan Program : CUNA urges the Committee to direct the SBA to 
reinstate the 7(a) low-documentation loan program (“Low-Doc”) that the agency 
terminated in 2005. Following its creation in 1994, the Low-Doc program became one of 
SBA’s most successful programs by reducing the documentation required for smaller 
loans and streamlining the lending process. Low-Doc made the 7(a) process more cost 
efficient for lenders to make smaller loans, and also to make smaller numbers of loans. 
This is extremely important for credit unions, most of which continue to have restricted 
fields of membership and, thus, are limited in the number of 7(a) loans they can make in 
any year. Elimination of the Low-Doc program has forced many smaller lenders to leave 
the program, reduced the numbers of smaller 7(a) loans, and shifted more loans to higher- 
cost regional and national lenders. CUNA urges the Committee to authorize a new and 
expanded 7(a) Low-Doc program. 

Community Express Loan Program : CUNA also requests that any legislation provide for 
permanent authorization and expansion of the Community Express loan program. 
Initiated by SBA as a pilot program in 1999, the Community Express program has 
operated as a development tool to target 7(a) loan assistance to small businesses located 
in low- and moderate-income communities, and to individual business owners from 
underrepresented segments of the population, including women, minorities, and veterans. 
Borrowers benefit from lower documentation requirements, a streamlined application 
process and free technical and management assistance. Given the historic mission of 
credit unions to meet the unique credit needs of individuals and groups not adequately 
served by other traditional financial institutions, the Community Express program offers 
a logical vehicle for increasing credit union participation in 7(a) lending. CUNA requests 
that the Committee not only provide permanent authorization for the Community Express 
program, but expand the eligible lenders to include community development credit 
unions and other qualified credit unions that serve underserved areas. 
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Preoualification Programs for Small Lenders : CUNA urges the Committee to consider 
innovative ways to further simplify current 7(a) loan documentation and processing 
requirements for credit unions and other smaller lenders. A possible approach would be 
to create a specialized prequalification loan program, structured along the lines of SBA’s 
current prequalification programs for minorities, veterans and other target groups, that 
would permit local technical-assistance intermediaries to prequalify potential borrowers, 
match them with suitable local lenders, and expedite final approvals. At a minimum, 
CUNA urges that the current 7(a) Prequalification programs for minorities, veterans and 
other groups be expanded to encourage broader participation by credit unions and small 
lenders, and that priority for funding prequalified loans be given to interested and 
qualified local lenders. 

Microloan Program : Many credit unions have extensive experience in making very small 
loans to members to fund part-time or second businesses. CUNA would urge the 
Committee to use this expertise by permitting qualified credit unions to serve as non- 
profit community based intermediaries for purposes of obtaining funding under the 
Microloan program and making loans to eligible borrowers. At a minimum, credit unions 
should be able to serve jointly as intermediaries with other non-profit organizations, 
quasi-govemmental agencies or tribal organizations. We further urge that credit unions 
that qualify as intermediaries be permitted and encouraged to assist all potential 
raicroloan borrowers in the local area without regard to the credit union’s specific field of 
membership. 

Conclusion 


In summary, I want to thank Chairwoman Velazquez and the Committee for providing 
CUNA with an opportunity to express its supports for adequate funding for the 7(a) 
program and for reforms to make SBA’s important loan programs more accessible to 
credit unions and other small lenders. CUNA looks forward to working with the 
Committee to ensure that the 7(a) loan program remains a viable and attractive option for 
the critically important small business sector of our nation’s economy. 



83 


STATEMENT 

By 


The National Association of Development Companies 


On 


Legislation Regarding 
The 504 Loan Guaranty Program 


Submitted to the 

COMMITTEE ON SMALL BUSINESS 
UNITED STATES HOUSE OF REPRESENTATIVES 


By 


Mr. David Main 
President 

Horizon Certified Development Company 
Cincinnati, Ohio 
March 8, 2007 



84 


My name is David K. Main, the President of Horizon Certified Development 
Company (HCDC) located in Cincinnati, Ohio, and a member of the Board 
of Directors of the National Association of Development Companies 
(NADCO). I am here to represent NADCO and the more than 260 Certified 
Development Companies (CDCs) across our country that provide financing 
to small businesses under the U.S. Small Business Administration (SBA) 

504 loan guaranty program. 

I would like to thank Chairperson Velazquez, Ranking Minority Member 
Chabot, and the entire Committee for giving me the opportunity to provide 
remarks on this important legislation and for your continued support of the 
SBA 504 loan program and the CDC industry. 

The 504 loan program represents a unique public/private partnership, which 
includes private lenders, the U.S. Small Business Administration, and the 
more than 260 CDCs who provide much-needed financing that small 
businesses require for their business expansion and growth. For over 25 
years, this national network of CDCs has worked with private lenders, the 
SBA, and small business concerns in strucmring projects, approving and 
closing loans on behalf of over 94,000 small businesses. 

During the first year of the SBA 504 program in 1986, the CDC industry 
approved 487 loans totaling over $114 million, which leveraged a total of 
over $287 million in new small business investment. During the most recent 
fiscal year of 2006, just under 10,000 small businesses received SBA 504 
financing totaling over $5.9 billion, which leveraged over $14 billion in new 
small business investment. 

I joined HCDC in 1 983, as its first Executive Director/President, when the 
predecessor to the 504 program, the 503 program was active. Since then 
HCDC has approved over 828 SBA 503/504 loans totaling $214.8 million, 
which has leveraged over $537 million in small business investments. 

The legislation that the Committee has drafted for the first time in the history 
of the 504 program would define in statute the specific legislative 
framework as to how the 504 industry should be best structured and how the 
504 program can best operate. The impact of this bill will be historic, and we 
would like to offer comments on the following dramatic impacts of the 
legislation. 
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For the first time, the economic development mission and the value that 
CDCs bring to small businesses, the SBA, and to the communities we serve 
would be defined in statute. This legislation recognizes that CDCs do more 
than merely process 504 loans. In essence, they marshal resources to help 
small businesses expand and to implement community economic 
development. 

The legislation also recognizes that CDCs should be locally based economic 
development organizations that are connected to the communities they serve. 
It is also critically important to the CDC industry that the legislation impose 
high ethical standards that would prohibit one individual, their immediate 
family, and affiliates from controlling multiple CDCs, and we hope to 
continue our work with your Committee on this issue. 

This bill also provides an opportunity to allow 504 to do more for companies 
located in lower income communities, which are disproportionately located 
in urban core areas and the rural areas of this country, and we hope to 
continue our work with the Committee in devising the best ways to make 
this happen. 

The bill recognizes that, although historically the SBA Loan Program has 
experienced a very low default rate, all CDCs should be required to either 
directly liquidate or contract with third parties to liquidate defaulted loans, in 
view of decreased liquidation staff within SBA. 

We applaud you and this proposed legislation that will set the course for the 
future, and clearly define the purpose and role of the CDC industry as not- 
for-profit financial intermediaries that deliver small business programs and 
services in the best possible way for these businesses and for the economic 
development of their communities. 

Thank you again for your support and I would be pleased to answer any 
questions about CDCs or the 504 program. 
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NAFCU 


National Association of Federal Credit Cnions 

3 138 I Olh Street North • Arlington. V'upma • 22201-2149 
(703)522-4770 • (800)336-4644 • Fax (703) 524-1082 


March 7, 2007 


The Honorable Nydia Velazquez 
Chairwoman 

C'onittiittee on Small Businc.ss 
U S. House of Reprcsentaiives 
2461 Rayburn House Office Building 
WashingUm, DC 20515 


The Honorable Sieve C'habot 
Ranking Member 
Committee on Small Business 
U.S. House of Rcprcseniatives 
B363 .Rayburn House Ollice Building 
Washington. DC' 20515 


Dear Chairwoman Velazquez and Ranking Meml«:r Chabot: 

I am writing on behalf of the National Association of Federal Credit Unions IN-MCU). the only trade as.sociation that 
exclusively represents the interests of our nation's federal credit unions, lo express our support for the Small Business 
Administration's (SB.A) 7(a) loan program. 

As leaders on championing efforts to provide access to capital for our nation's small business and entrepreneurs, your 
roles have been critical in ensuring The success and stability of programs admim.siered by the SBA. NAFC'U worked 
diligently with former SB.A .Administrator Hector Baircto to make alt credit unions eligible to participate in the 7(a) 
loan program and was pleased to sec this come to fruition in Febmarv' 2003. Today, hundreds of credit unions offer 
much needed capital lo their members so that the dream of owning a small business can be realized, filling a void that 
has been created as some lenders have left the program. Credit union membens all too often arc unable to secure 7(a) 
loans through other lenders and turn to their credit unions to offer them a hand in their small business dream. ’This has 
held especially (me as credit unions have helped many .small businesses in the wake of recent disasters, such as in the 
(lulf Coast region. 

NAFCU i.s concerned that credit union members will be hardest hit due to the continuation of increased fees coupled 
with the Administration's ongoing reduction in budget funding requests for 7(a) program. Tlieir loans are often 
smaller than the average small business loan. The SBA's access lo capital programs will undoubtedly suffer, 
progi-ams vital to credit unions will become more expensive and the result will be less accessibility and capital Tor 
small businesses and lenders. NAFCT; rcquc.sis your leadership in adcqmiiels lunding the SBA 7(a) program so that 
credit unioirs can continue to help their members and America's small businesses can continue to tlourish and help 
grow our nation's economy. 

We thank you for your attention to this issue. If we can provide you witli additional information or answ^'r any 
questions about how credit unions are helping America's small businesses, plea.se do not hesitate to contact me or 
KAFCU's Director ofLegislative Affairs Brad Thaler at (703) 522-4770. 


•Sincerely, 



B. Dan Berger 

Senior Vice President. Ctovcmment Affairs 


cc: Members of the Small Business Committi^ 


E-mail: nafcu((^nafcii.org 


Web site: www.nafcu.org 
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H.L.C, 


[DISCUSSION DRAFT] 


110th congress 

1st Session 


H.R. 


To [to be provided] 


IN TILE HOUSE OL^ REPRESENTATIVES 


M . introduced tlie follotring bill; which was referred to the 

Committee on 


A BILL 

To Eto be proUded] 

1 Be it enacted by the Senate and House of Bepresenta- 

2 fives of the United States of America in Congress assembled, 

3 SECTION 1. SHORT TITLE; TABLE OF CONTENTS. 

4 (a) Short Title. — This Act ma,y be cited as the 

5 “ Act”. 

6 (b) Table op Contents.— T he table of contents for 

7 this Act is as follows: 

Sec. 1 . Slioit title; table of contents. 

TITLE I— PLANNING 

See. 101. Comprehensive disaster resjwnse plan. 

Sec. 102. Annua! disaster simulation exen'ise. 

Sec. 103. Disaster reserve corps. 

Sec. 104. Plans to seein*e atlditional office space. 


f:\V1 0\030507\030507. 1 32.xmi 
March 5. 2007 (2:13 p.m.) 


(36395619) 
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Sec. 105. Coordination of disaster assistance programs with PEMA. 

Sec. 106. Associate Administrator for Disaster Assistance. 

TITLE II— LENDING 

See. 201. Incidents of National Signifleance. 

See. 202. Infonnatioii tracking and tbllow-np sw’.stem. 

Sec. 203. Immediate Disaster Assistance progi'am. 

See. 204. Snbsidized deferment period. 

Sec. 205. Revised I'epa.MiHmt terms. 

Sec. 206. Re\ised disbtirsement process. 

Sec. 207. R(>vised eoilateral requirements. 

Sec. 208. Enhanced lending authority for private lenders. 

Sec. 209. Di.saster proce.ssing redundancy. 

See. 210. Grant program. 

See. 211. Waiver of prohibition on duplication of certain benefits. 

Sec. 212. Increase legislative limit. 

Sec. 213. Net earnings clauses prohibited. 

Sec. 214. Economic injmy disaster loans to nonprefits. 

Sec. 215. Aiiphcajits that will constitute a ina^jor source of emplo>nnent due to 
changed economic circumstances. 

TITLE III— (niilRSIGHT 

Sec. 301. R(!ports on disaster assistance. 

1 TITLE I— PLANNING 

2 SEC. 101. COMPREHENSIVE DISASTER RESPONSE PLAN. 

3 The Small Business Act is amended by redesignating 

4 section 37 as 99 and by inserting after section 36 the fol- 

5 lowing: 

6 “SEC. 37. COMPREHENSIVE DISASTER RESPONSE PLAN. 

7 “(a) PuvN Required. — The Administrator shall de- 

8 velop, implement, and maintain a comprehensive written 

9 disaster response plan. The plan shall include the fol- 

10 lowing: 

11 “(1) For each region of the Administration, a 

12 description of the disasters most likely to occur in 

13 that region. 


f:W1 0\030507\030507. 1 32.xml (36395619) 
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1 “(2) B^or each disaster described under para- 

2 graph (1) — 

3 “(A) an assessment of the disaster; 

4 “(B) an assessment of the demand for Ad- 

5 ministration assistance most likely to occur in 

6 response to the disaster; 

7 “(C) an assessment of the needs of the Ad- 

8 ministration, with respect to such resources as 

9 information technology, telecommunications, 

10 human resources, and office space, to meet the 

1 1 demand referred to in subparagraph (B); and 

12 “(D) guidelines pursuant to which the Ad- 

13 ministration will coordinate with other Federal 

14 agencies and with State and local authorities to 

15 best respond to the demand referred to in sub- 

16 paragraph (B) and to best use the resources re- 

17 ferred to in that subparagi'aph. 

18 “(b) COMPLETION; REVISION.— The first plan re- 

19 quired by subsection (a) shall be completed not later than 

20 180 days after the date of the enactment of this section. 

2 1 Thereafter, the Administrator shall update the plan on an 

22 annual basis and following any incident of national signifi- 

23 cance (as declared by the President or his designee). 
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1 “(c) Report. — The Administrator shall include a re- 

2 port on the plan whenever the Administrator submits the 

3 report required by section 47(a).”. 

4 SEC. 102. ANNUAL DISASTER SIMULATION EXERCISE. 

5 The Small Business Act is amended by inserting after 

6 section 37 (as added by section 101) the following: 

7 “SEC. 38. ANNUAL DISASTER SIMULATION EXERCISE. 

8 “(a) Exercise Required. — The Admini.strator shall 

9 conduct a disaster simulation exercise at least once each 

10 fiscal year. The exercise shall include the participation of, 

11 at a minimum, not less than half of the indirtduals in the 

12 disaster resent coips and shall test, at ma,\imum capac- 

13 ity, all of the information technology and telecommuni- 

14 cations sj^stems of the Administration that are vital to the 

15 activities of the Administration during such a disaster. 

16 “(b) Report. — The Administrator shall include a re- 

17 port on the disaster simulation exercise whenever the Ad- 

18 mini.stration submits the report required by section 

19 47(a).”. 

20 SEC. 103. disaster reserve corps. 

21 The Small Business Act is amended by inserting after 

22 section 38 (as added by section 102) the following: 

23 “SEC. 39. DISASTER RESERVE CORPS. 

24 “(a) Corps Required. — The Administrator shall 

25 maintain udthin the Administration a disaster reserve 

tW10\030507\030507.1 sa.xml (36395619) 
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1 corps, the purpose of which is to perform the functions 

2 of the Administration related to disaster response. The 

3 corps shall consist of at least 1,000 individuals, each of 

4 whom — 

5 “(1) does not ordinarily have the duties of a 

6 fiill-time officer or employee of the Administration; 

7 but 

8 “(2) is able to assume duties related to disaster 

9 response when the Administrator so requires. 

10 “(b) Tr^vinixg.- — The Admiiiistratoi' shall ensure 

11 that each individual in the coips receives training each 

12 year in one or more functions relating to disaster response. 

13 To the maximum extent practicable, the function in which 

14 an individual is ti-ained in one yeai‘ shall be different from 

15 the function in which the indi\ldual was trained in prior 

16 years. 

17 “(e) Geographic Distribution. — T he Adminis- 

18 trator shall ensure that not more than 30 percent of the 

19 individuals in the corps reside in any one region of the 

20 Administration. 

21 “(d) Report.— T he Administrator shall include a re- 

22 port on the corps whenever the Administration submits 

23 the report required by section 47(a).”. 
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1 SEC. 104. PLANS TO SECURE ADDITIONAL OFFICE SPACE. 

2 The Small Business Act is amended by inserting after 

3 .section 39 (as added by section 103) the following: 

4 “SEC. 40. PLANS TO SECURE ADDITIONAL OFFICE SPACE. 

5 “(a) PijiiNS Required. — The Administrator shall 

6 develop long-term plans to .secure additional office space 

7 to accommodate an expanded workforce in times of dis- 

8 aster. 

9 “(b) Report. — The Administrator shall include a re- 

10 port on the plans whenever the Administration submits 

1 1 the report required by section 47 (a).”. 

12 SEC. 105. COORDINATION OF DISASTER ASSISTANCE PRO- 

1 3 GRAMS WITH FEMA 

14 The Small Business Act is amended by inserting after 

15 section 40 (as added by section 104) the following: 

16 “SEC. 41. COORDINATION OF DISASTER ASSISTANCE PRO- 

17 GRAMS WITH FEMA 

18 “(a) Coordination Required. — The Administrator 

19 shall ensure that the disaster assistance programs of the 

20 Administration are coordinated, to the maximum extent 

21 practicable, with the disaster assistance pi’ogi’ams of the 

22 Federal Emergency Management Agency. 

23 “(b) RegijIjATIONS Reqitred. — T he Administrator, 

24 in consultation with the Director of the Federal Emer- 

25 gency Management Agency, shall establish regulations to 

26 ensure that each application for disaster assistance is sub- 

f;\V10\030507\030507.132.xml (363956I9) 
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1 mitted as quickly as practicable to the Administration or 

2 to the Agency, whichever is appropriate under the cir- 

3 cumstances. 

4 “(c) Completion; Revision. — The initial regula- 

5 tions shall be completed not later than 270 days after the 

6 date of the enactment of this section. Thereafter, the regu- 

7 lations shall be revised on an annual basis. 

8 “(d) Report. — The Administrator shall include a re- 

9 port on the regulations whenever the Administration sub- 

10 mits the report required by section 47(a).”. 

1 1 SEC. 106. ASSOCIATE ADMINISTRATOR FOR DISASTER AS- 

12 SISTANCE. 

13 The Small Business Act is amended by inserting after 

14 section 41 (as added by section 105) the following: 

15 “SEC. 42. ASSOCIATE ADMINISTRATOR FOR DISASTER AS- 

16 SISTANCE. 

17 “(a) In General. — There is established in the Ad- 

18 ministration an Associate Administrator for Disaster As- 

19 sistance, appointed by the President by and with the ad- 

20 vice and consent of the Senate, from among individuals 

21 w'ho have — 

22 “(1) proven management ability; and 

23 “(2) substantial knowledge in the field of dis- 

24 aster readiness and emergency response. 

25 “(b) Director of DiSiVSTER Pl^inning. — 
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1 “(1) Appointment. — T here is established in 

2 the Administration a Director for Disaster Planning, 

3 appointed by the Administrator. 

4 “(2) Duties. — Subject to the authority, direc- 

5 tion, and control of the Associate Administrator for 

6 Disaster Assistance, the Director shall — 

7 “(A) develop and implement the Adminis- 

8 tration’s plans for responding to disasters; and 

9 “(B) direct the Administration’s training 

10 exercises wdth respect to disasters. 

1 1 “(3) Coordination. — I n canying out the du- 

12 ties under paragi-aph (2), the Director shall coordi- 

13 nate with — 

14 “(A) the Associate Administrator for the 

15 Office of Disaster Assistance of the Administra- 

16 tion; 

17 “(B) the Director of the Federal Emer- 

18 gency Management Agency; and 

19 “(C) other Federal, State, and local dis- 

20 aster planning offices, as necessary. 

21 “(c) Director op Disaster Lending. — 

22 “(1) Appointment. — T here is established in 

23 the Administration a Director for Disaster Lending, 

24 appointed by the Administrator. 
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1 “(2) Duties. — Subject to the authority, diree- 

2 tion, and control of the Associate Administrator for 

3 Disaster i^sistance, the Director shall direct all as- 

4 peets of the disaster lending program under section 

5 7(b). 

6 “(d) Resources. — The Administrator shall ensure 

7 that the Associate Admini-strator for Disaster Assistance, 

8 the Director of Disaster Planning, and the Director of 

9 Disaster Lending have adequate resources to caiw out the 

1 0 duties under this section. ’ ’ . 

11 TITLE II— LENDING 

1 2 SEC. 201. INCIDENTS OF NATIONAL SIGNIFICANCE. 

13 (a) Disaster Loans to Prwate Nonprofit Or- 

14 GANTZATIONS. — Section 7(b)(2) of the Small Business Act 

15 (15 U.S.C. 636(b)(2)) is amended— 

16 (1) in subparagraph (D) by striking the period 

17 at the end and inserting or”; and 

18 (2) by inserting after subparagi-aph (D) the fol- 

19 lowing: 

20 “(E) an incident of national significance, 

21 as declared by the President or his designee, in 

22 which case assistance under this paragraph may 

23 be prortded, subject to the other applicable re- 

24 quirements of this paragraph, to a private non- 

25 profit organization (as that term is defined in 
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1 section 29(a)(2)) that is located in an area af- 

2 fected by the incident of national significance.”. 

3 (b) Mitigation Loans to Sjiall Business Con- 

4 CEBNS. — Section 7 of the Small Business Act (15 U.S.C. 

5 636) is amended by inserting after subsection (d) the fol- 

6 lowing: 

7 “(e) Disaster Mitigation Loans. — 

8 “(1) Authority. — The Administrator may 

9 make or guarantee a mitigation loan to a small busi- 

10 ness concern that receives a loan under section 

11 7(b)(1)(A) for the damage or destruction, by reason 

12 of an incident of national significance (as declared 

13 by the President or his designee), of property owned 

14 by the small business concern, 

15 “(2) Amount of loan. — The amount of a loan 

16 under paragraph (1) shall not exceed 20 percent of 

17 the total amount of the cost of the damage or de- 

18 struction referred to in paragraph (1). The total 

19 amount shall be calculated without regard for any 

20 costs for which the small business concern is reim- 

21 bursed under any insurance polie.y or otherwise.”. 

22 (e) Ai^plicability for Fiscal Year 2006 to IIur- 

23 RiCANES Katrina, Rita, and Wiljlv. — 

24 (1) In general. — For fiscal year 2006, the 

25 Administrator — 
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1 (A) may eariy out subsection (e) of section 

2 7 of the Small Business Act (as added by sub- 

3 section (b) of this section) mth respect to a pri- 

4 vate nonprofit organization that was located, as 

5 of August 28, 2005, in a hurricane-affected 

6 area; and 

7 (B) may eaiTy out such subsection (e) with 

8 respect to a small business concern that was lo- 

9 cated, as of August 28, 2005, in a hurricane- 

10 affected area, for damage or destruction by rea- 

11 son of Hun-icane Katrina, Hurricane Rita, or 

12 Hurricane Wilma. 

13 (2) HURRICANE-Af’FECTED .tREA DEFINED. — III 

14 this section, the tenn “hurricane-affected area” 

15 means a county or parish in the State of Alabama, 

16 Florida, Mississippi, Louisiana, or Texas, that has 

17 been designated by the Administrator of the Small 

18 Business Administration as a disaster area by rea- 

19 son of Hurricane Katrina, Hurricane Rita, or Hurri- 

20 cane Wilma under disaster declaration 10176, 

21 10177, 10178, 10179, 10180, 10181, 10203, 10204, 

22 10205, 10206, 10222, or 10223. 
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1 SEC. 202. INFORMATION TRACKING AND FOLLOW-UP SYS- 

2 TEM. 

3 The Small Business Act is amended by inserting after 

4 section 42 (as added by section 106) the following: 

5 “SEC. 43. INFORMATION TRACKING AND FOLLOW-UP SYS- 

6 TEM FOR DISASTER ASSISTANCE. 

7 “(a) System Required. — The Administrator shall 

8 develop, implement, and maintain a centralized informa- 

9 tion system to track communications between personnel 

10 of the Administration and applicants for disaster assist- 

1 1 ance. The sj^tern shall emsure that whenever an applicant 

12 for disaster assistance communicates with such personnel 

13 on a matter relating to the application, the following infor- 

14 mation is recorded; 

15 “(1) The method of communication. 

16 “(2) The date of communication. 

17 “(3) The identity of the personnel. 

18 “(4) A summaiy of the .subject matter of the 

19 communication. 

20 “(b) Follow-up Required.— T he Administrator 

21 shall ensure that an applicant for disaster a.ssistance re- 

22 eeives, by telephone, mail, or electronic mail, follow-up 

23 communications from the Administration at all critical 

24 stages of the application proce.ss, including the following: 
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1 “(1) \¥lien the Administration determines that 

2 additional information or documentation is required 

3 to process the application. 

4 “(2) When the Administration determines 

5 whether to approve or deny the loan. 

6 “(3) When the primary contact person man- 

7 aging the loan application has changed.”. 

8 SEC. 203. IMMEDIATE DISASTER ASSISTANCE PROGRAM. 

9 The Small Business Act is amended bj^ inserting after 

10 section 43 (as added by section 202) the following: 

1 1 “SEC. 44. IMMEDIATE DISASTER ASSISTANCE PROGRAM. 

12 “(a) Program Required. — The Administrator shall 

13 cany out a program, to be known as the Immediate Dis- 

14 astei' Assistance program, under which the Administration 

15 participates on a deferred (guaranteed) basis in 85 per- 

16 cent of the balance of the financing outstanding at the 

17 time of disbursement of the loan if such balance is less 

18 than or equal to $25,000 for businesses affected by a dis- 

19 aster. 

20 “(b) Eligibility Requirement. — To receive a loan 

21 guaranteed under subsection (a), the applicant must also 

22 apply for, and meet basic eligibility standards for, a loan 

23 under section 7(b). 

24 “(c) Use op Proceeds. — A person who receives a 

25 loan under section 7 (b) must use the proceeds of that loan 
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1 to repay all loans guaranteed under subsection (a), if any, 

2 before using the proceeds for any other purpose. 

3 “(d) Approval or Disapproval. — T he Adminis- 

4 trator shall ensure that each applicant for a loan under 

5 the progi-am receives a decision appiwing or disappimlng 

6 of the application within 36 hours after the Administra- 

7 tion receives the application.”. 

8 SEC. 204. SUBSIDIZED DEFERMENT PERIOD. 

9 Section 7 of the Small Business Act (15 U.S.C. 636) 

10 is amended by inserting after subsection (e) (as added by 

1 1 section 2 0 1 ( b ) ) the following: 

12 “(f) Additional Requirements for 7(b) 

13 Loans. — 

14 “(1) Subsidized deferment authorized. — 

15 “(A) In GENERyVL. — In making loans 

16 under section 7(b), the Administrator may pro- 

17 'iide, to the per.son recehing the loan, an option 

18 to defer repayment on the loan. 

19 “(B) Period. — ^A deferment under sub- 

20 paragraph (A) may not exceed 4 years.”. 

2 1 SEC. 205. REVISED REPAYMENT TERMS. 

22 Section 7 of the Small Business Act (15 U.S.C. 636) 

23 is amended in subsection (f) by adding after paragraph 

24 (1) (as added by section 204) the following: 
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1 “(2) Revised repayment terms. — In making 

2 loans under section 7(b), the Administrator — 

3 “(A) shall not require repayment to be 

4 made until 12 months after the date on which 

5 the final disbursement of approved amounts is 

6 made; and 

7 “(B) shall calculate the amount of repay- 

8 ment based solely on the amounts disbursed.”. 

9 SEC. 206. REVISED DISBURSEMENT PROCESS. 

10 Section 7 of the Small Business Act (15 U.S.C. 636) 

11 is amended in subsection (f) by adding after paragraph 

12 (2) (as added by section 205) the following: 

13 “(3) RE\aSED DISBURSEMENT PROCESS. — In 

14 making loans under section 7(b), the Administrator 

15 shall disburse the loan amounts in stages as follows: 

16 “(A) Loans up to $ 150 , 000 . — If the total 

17 amount approved is less than or equal to 

18 $150,000— 

19 “(i) the finst disbursement shall con- 

20 sist of 40 percent of the total loan amount, 

21 or a lesser percentage of the total loan 

22 amount if the Administrator and the bor- 

23 rower agree on such a lesser percentage; 

24 “(ii) the second disbursement shall 

25 consist of 50 percent of the amounts that 
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remain after the first disbursement, and 
shall be made when the borrower has pro- 
duced satisfactory receipts to demonstrate 
the proper use of the first half of the first 
disbursement; and 

“(iii) the third disbursement shall 
consist of the amounts that remain after 
the preceding disbursements, and shall be 
made when the borrower has produced sat- 
isfactory receipts to demonstrate the prop- 
er use of the first disbursement and the 
first half of the second disbursement. 

“(B) Loans from $150,000 to $500,000. — 
If the total amount approved is more than 
$150,000 but le.ss than or equal to $500,000 — 
“(i) the first disbursement shall con- 
sist of 20 percent of the total loan amount, 
or a lesser percentage if the Admini.strator 
and the borrower agree on such a lesser 
percentage; 

“(ii) the second disbursement shall 
consist of 30 percent of the total loan 
amount remaining after the first disburse- 
ment, and shall be made when the bor- 
rower has produced satisfactoiy receipts to 
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demonstrate the proper vise of the first 
half of the first disbursement; 

“(iii) the third disbursement shall 
consist of 25 percent of the total loan 
amount remaining after the first and sec- 
ond disbursements, and shall be made 
when the borrower has produced satisfac- 
tory receipts to demonstrate the proper use 
of the first disbursement and the first half 
of the second disbursement; and 

“(iv) the fourth disbursement shall 
consist of the amounts that remain after 
the preceding disbursements, and shall be 
made when the borrower has produced sat- 
isfaetoiA^ receipts to demonstrate the prop- 
er use of the first and second disburse- 
ments and the first half of the third dis- 
bursement. 

“(C) LOjVNS greater than $500,000.— If 
the total amount approved is more than 
$500,000— 

“(i) the first disbursement shall con- 
sist of at least $100,000, or a lesser 
amount if the Administrator and the bor- 
rower agree on such a lesser amount; and 
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1 “(ii) the number of disbursements 

2 after the first, and the amount of each 

3 such disbursement, shall be in the discre- 

4 tion of the Administrator, but the amount 

5 of each such disbursement shall be not less 

6 than $100,000.”. 

7 SEC. 207. REVISED COLLATERAL REQUIREMENTS. 

8 Section 7 of the Small Business Act is amended in 

9 subsection (f) by adding after paragraph (3) (as added 

10 by section 200) the following: 

11 “(4) RE\1SED COLIiATERiUj REQUIREMENTS. — 

12 In making a business loan under section 7(b), the 

13 total approved amount of which is less than or equal 

14 to $100,000, the Administrator shall not require the 

15 borrower to use the borrower’s home as collateral.”. 

16 SEC. 208. ENHANCED LENDING AUTHORITY FOR PRIVATE 

17 LENDERS. 

18 The Small Business Act is amended by inserting after 

19 section 44 (as added by section 203) the following: 

20 “SEC. 45. ENHANCED LENDING AUTHORITY FOR PRIVATE 

21 LENDERS. 

22 “(a) Program Authorized. — The Administrator 

23 may, and during a period specified in subsection (b) shall, 

24 canty out a program under which the Administrator per- 

25 mits banks and other financial institutions to process, ap- 
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1 prove, close, and sei^dce disaster loans under section 7 (b) 

2 for a fee not to exceed 2 percent of the total loan amount. 

3 “(b) Periods During Which PROGRiUM Is Re- 

4 QUIKED. — The progi’am under subsection (a) is required 

5 to be carried out during the following periods: 

6 “(1) Any period of an incident of national sig- 

7 nificance (as declared by the President or his des- 

8 ignee). 

9 “(2) Any period during which the average time 

10 for the Administration to approve disaster loans in 

1 1 response to any single disaster is 30 days or more. 

12 “(c) Exclusion op Lenders. — If the number or 

13 rate of defaults on loans processed, approved, and closed 

14 by a lender under the program under subsection (a) are 

15 inordinate, as determined by the Administrator, the Ad- 

16 ministrator may do any one or more of the following: 

17 “(1) Exclude the lender from participating in 

18 the program under .subsection (a). 

19 “(2) Exclude the lender from participating in 

20 the PrefeiTed Lendere Program under section 

21 7(a)(2)(C)(ii). 

22 “(d) Factor in PitEPERRED Lenders Program. — 

23 In determining whether a lender is to be certified or recer- 

24 titled to participate in the Preferred Lenders Program 
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1 under section 7(a.)(2)(C)(ii), the Administrator may con- 

2 sider as a factor the following: 

3 “(1) The loans processed, approved, and closed 

4 by the lender under the program under subsection 

5 (a). 

6 “(2) The participation or non-participation of 

7 the lender in the program under subsection (a).”. 

8 SEC. 209. DISASTER PROCESSING REDUNDANCY. 

9 The Small Business Act is amended by inserting after 

10 section 45 (as added by section 208) the following; 

1 1 “SEC. 46. DISASTER PROCESSING REDUNDANCY. 

12 “(a) In General. — The Administrator shall ensure 

13 that the Administration has in place a facility for disaster 

14 loan processing that, whenever the Administration’s pri- 

15 marj' facility for disaster loan processing becomes imavail- 

16 able, is able to take over all disaster loan processing from 

17 that primary facility uathin 2 days. 

18 “(b) Authorization op Appropriations. — There 

19 are authorized to be appropriated to carry out this section 

20 such sums as may be necessary.”. 

2 1 SEC. 210. GRANT PROGRAM. 

22 Section 7(b) of the Small Business Act (15 U.S.C. 

23 636(b)) is amended by imserting immediately after para- 

24 graph (3) the following: 
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“(4) Grants to disastbr-appected small 

BUSINESSES. — 

“(A) In geneillIj. — The Administrator 
may make a grant of up to $100,000 to a small 
business concern that — 

“(i) was located in a designated dis- 
aster area affected by disaster declaration 
10176, 10177, 10178, 10179, 10180, 
10181, 10203, 10204, 10205, 10206, 
10222, or 10233; 

“(ii) submits to the Administrator a 
certification by the ovraer of the concern of 
intent to reestablish the concern in the 
State in which the disaster-affected area is 
located; and 

“(iii) has applied for, and was rejected 
for, a conventional disaster assistance loan 
under section 7(b). 

“(B) Priority. — In making grants under 
this paragraph, the Administrator shall give 
priority to a small business concern that the 
Administrator determines is economically viable 
but unable to meet short-term financial obliga- 
tions. 
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1 “(C) Definition. — I n this paragraph, the 

2 term ‘disaster-affected area’ means an area that 

3 has been designated by the Administrator as a 

4 disaster area. 

5 “(D) Authorization of appropria- 

6 TIONS.— There are authorized to be appro- 

7 printed for grants under this paragi’aph such 

8 funds as may be necessary, ”, 

9 SEC. 211. WAIVER OF PROHIBITION ON DUPLICATION OF 

10 CERTAIN BENEFITS. 

11 (a) In General. — Section 7(b) of the Small Busi- 

12 ness Act (15 IJ.S.C. 636(b)) is amended by inserting im- 

13 mediately after paragraph (4) (as added by section 210) 

14 the following: 

15 “(5) Waiver of prohibition on duplication 

16 OP certain benefits. — For any major disaster (as 

17 that term is defined in section 102 of the Robert T, 

18 Stafford Disaster Relief and Emergency Assistance 

19 Act (42 U.S.C. 5122)), in piwdding assistance 

20 under paragraph (1) or (2), the Administrator may 

21 waive, in whole or in part, the prohibition on the du- 

22 plication of benefits, including whether damage or 

23 destruction has been compensated for by, credit is 

24 available from, activities are reimbursable through. 
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1 or funds have been made available from any other 

2 source.”. 

3 (b) Applicability and Retroactivity for Vic- 

4 TIMS OP Hurricanes Katrina, Rita, and Wililv. — The 

5 amendment made by this section shall apply to any assist- 

6 anee under section 7(b) of the Small Business Act (15 

7 U.S.C. 636(b)) proHded on or after August 29, 2005. 

8 SEC. 212. INCREASE LEGISLATIVE LIMIT. 

9 Section 7(b)(3)(E) of the Small Business Act (15 

10 U.S.C. 636(b)(3)(E)) is amended by striking 

11 “$1,500,000” and inserting “$3,000,000” both places 

12 such term appears. 

1 3 SEC. 213. NET EARNINGS CLAUSES PROHIBITED. 

14 Section 7 of the Small Business Act is amended in 

15 subsection (f) by adding after paragrajih (4) (as added 

16 by section 207) the followng; 

17 “(5) Net EiVRNiNGS clauses prohibited. — 

18 In making loans under section 7(b), the Adminis- 

19 trator shall not require the borrower to pay any non- 

20 amortized amount for the first 5 jTars after repay- 

21 ment begins.”. 

22 SEC. 214. ECONOMIC INJURY DISASTER LOANS TO NON- 

23 PROFITS. 

24 (a) In General. — Section 7 of the Small Business 

25 Act (15 U.S.C. 636) is amended in subsection (b)(2) — 
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1 (1) in the matter preceding subparagraph (A) — 

2 (A) by inserting after “small business eon- 

3 cern” the following; private nonprofit organi- 

4 zation,”; and 

5 (B) by inserting after “the concern” the 

6 folkwving: organization,”; and 

7 (2) in subparagraph (D) by inserting after 

8 “small business concerns” the following: private 

9 nonprofit organizations,”. 

10 (b) Conforming Amendment. — Such section is fur- 

11 ther amended in subsection (c)(5)(C) by inserting after 

12 “business” the following; “, organization,”. 

13 SEC. 215. APPLICANTS THAT WILL CONSTITUTE A MAJOR 

14 SOURCE OF EMPLOYMENT DUE TO CHANGED 

15 ECONOMIC CIRCUMSTANCES. 

16 Section 7(b)(3)(E) of the Small Business Act (15 

17 U.S.C. 636(b)(3)(E)) is amended by imserting after “eon- 

18 stitutes” the following: or will due to changed economic 

19 circumstances constitute,”. 

20 TITLE III— OVERSIGHT 

2 1 SEC. 301. REPORTS ON DISASTER ASSISTANCE. 

22 The Small Business Act is amended by inserting after 

23 section 46 (as added by section 209) the following: 
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1 “SEC. 47. REPORTS ON DISASTER ASSISTANCE. 

2 “(a) ANNUiVL Report Required. — Not later than 

3 45 days after the end of a fiscal year, the Administrator 

4 shall submit to the Committee on Small Business of the 

5 Senate and the Committee on Small Business of the 

6 House of Representatives a report on the disaster assist- 

7 ance operations of the Administration for that fiscal year. 

8 The report shall — 

9 “(1) specify the number of Administration per- 

10 sonnel involved in such operations; 

11 “(2) describe any material changes to those op- 

12 erations, .such as changes to technologies used or to 

13 personnel responsibilities; 

14 “(3) describe and assess the effectiveness of the 

15 Administration in responding to disasters during 

16 that fiscal year, including a description of the num- 

17 ber and amounts of loans made for damage and for 

18 economic injury; and 

19 “(4) describe the plans of the Administration 

20 for preparing to respond to disasters during the next 

21 fiscal year. 

22 “(b) Incidents op National Significance.— D ur- 

23 ing the period of an incident of national significance (as 

24 declared by the President or his designee), the Adminis- 

25 trator shall, on a monthly basis, submit to the committees 

26 specified in subsection (a) a repoi’t on the disaster assist- 
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1 ance operations of the Administration with respect to that 

2 incident of national significance. The report shall speci- 

3 

4 “(1) the number of applications distributed; 

5 “(2) the number of applications received; 

6 “(3) the average time for the Administration to 

7 approve or disapprove an application; 

8 “(4) the amount of disaster loans approved; 

9 “(5) the average time for initial disbursement 

10 of loan proceeds; and 

11 “(6) the amount of disaster loan proceeds dis- 

12 bursed.”. 
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1 

o 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 
23 


“((„') Offset. — T lie Adjiuui.slrator ma\’, 
as prinidf'd iji pArafrraph (7>2), (.tffsid fees .es- 
sessed and eoliected under snl)paraj''raph (A)."; 
and 

(4) by adding at tlic end tin; follouing: 

■'*(42) F’EE CONTKIIU'TIOXS. — 

■■(A) In general, — T o dll' extent that 
amoutds are made available to the .Adminis- 
trator for the ))ur|)osc of fc'c contrilaitions. the 
Adn 1 i 1 1 i ,s t rato r shall — 

**{i) first (mnsidca- eoi:itril')niing to fees 
paid l)y .small Imsiness borrowei's under 
elairses (i) t.lirougli (lii) of paragrapli 
(18)(.A), to the rmixinmni extent possible: 
and 

'Tiil th'-n eon.sider eoniribiiting to iVe.s 
paid by small bnsine.ss tenders iindi'i' para- 
l^raph (24)(A). 

‘•(1>) QnAHTERl.Y AIWI’STMEMT.— Eaeli 
fee eontriliution mider sobparagrajih {.\) .sltall 
he efiretive for one fis(*:;d quarter aial sltall be 
ttdjiisiei! iiK neces.sarv for etieli Sl.setti iftisiiler 
thereafter to eirsure that the aiiiorint.s mider 


24 stil>|iar;jidraph (A) are ftilly used. The fee (Smi- 


25 tnbiition for a ti.sral qnarter .sliail be lui.sed oti 
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4 

1 tlu' loans that the Adiuifiisti-ator projt'cts will be 

2 made dnrinot that fiscal (juarter, i>'iven the pi’o- 

3 gram level attthorized by bnv for that fiscal year 

4 and any other factors tliat the Administrator 

5 consiik'i's apjoropriate.”. 

6 SKC. 102. RURAL I.ENDING OUTREACH PROGRA.M. 

7 Section 7(a) of the Small Business Act (15 U.S.B. 

8 (idiifa)) i.s amended — 

9 (1) hj’ striking paragraph (25)(0); and 

10 (2) by adding at tlic end the fiiitotving: 

11 “(38) liUllAT- LENDING OUTREACH PROGRAM,— 

12 The Adrninist.!-ator shall eany ont. a rural lending 

13 ontreaeh program to provide vip to an, 85 jxriTont 

14 guaranty for loans of !l)25(),000 nr less. 'I'lu; in’ogTam 

15 shall Ije (-atTied out only tlu-ongh htndoi's located in 

16 rural areas (as ‘itirar is defined in section 501 (f) of 

17 (lie Small Busint\s.s hivcstmcnt At;!, of 10.58), Bor a 

18 Itmn made* tlirmigh tlic program, the fi,»ll(nving shall 

19 apply: 

20 “(i\) Tlie Admmistrator .shall apjirm'c or 

21 disapprove the loan witliin 3(i liotirs, 

22 ‘‘(B) The pi'ogram sludl ii.se aljhrcviiUed 

23 a}jp!ication and documentation respui'emerits, 

24 “(IJ) Minimnm credit sitrmiards, as tlie 

25 Adininistrator considers nectsssary to limit the 
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1 rate of defimlt on loans wuule under tlie iihj- 

2 gram, shall apply.”, 

3 SEC. 103. COMMUNITY EXPRESS PROGRAM MADE PERMA- 

4 NENT. 

5 (a) In (iENEIUL. — S ection 7(a,) of tfie Small Biisi- 

6 ness Act (15 II.S.C, 636(a)) is amended liv adding at the 

7 end tlie folhneing: 


8 ”(34) Community express prooram.— -The 

9 Administrator .shall eariy out a Comnimhiy E.^iin'ss 

10 I’rogram for loans of $250,000 or less. For a loan 

n made rmder this paragruiih, t)ic following' shall 

12 apply; 

13 “(A) Tlie loan shall lie made to a business 

14 eoneern — 

15 “(ii vlu; majority ownei'sliip interest of 

16 wliidi is dir(.‘('tly held liy individuals who 

17 are womi'o, minoril.ies, or veterans of the 

18 Armed Foims; or 

19 ‘"(ii) that, is loeated in a low- or rnod- 

20 craOeincome area, as defined by the ,A<I- 

21 rninistrntor. 

22 “(B) The loan shall comply with t1ie eollal- 

23 era! policy of the Admiiiistnition, except tliat, if 

24 tlie amount of the loan is less tlmn or cqital to 
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6 

t $25,000, the Adiiiiiiistnition shall not require 

2 the lender to take eollateral. 

3 ‘‘‘(C) The loan shall itielude terras re<i\rir- 

4 ing the lender to ensure that techiiieiil assist- 

5 anee is jn’ovidcd to tli(‘ hiirrower, throrigli the 

6 Iftidfr or a tliiid-party [rrovider. 

7 “(D) The Administi-atioii sliall approve or 

8 disapprove the loan witliin 3() hcrars/’. 

9 (It) Notice ANO Comi^iRNT — The |»rogTani required 
10 by seetiira 7(a){34) of the .Small Bvisiness Act, as added 
i 1 by svd).se(;tion (a), shall lie established after the oppor- 

12 toTiity for notice and eonimeiit and not latei’ than 180 days 

1 3 after the date of the eiiaetment of this Aid, 

14 SRC. 101. MEDICAL PRORESSIONAI.S IN DESIGNATED 

1 5 SHORTAGE AREAS PROGILVM. 


16 (a) I.S' (lENERAL-— Section 7(a) of tlie Small Biisi- 

17 ne.ss Aid. (15 C.S.b’. ()d()(a)) is amended by adding at the 

18 end the following: 


19 

“(35) Medical pro it 

■;ssroxAi.s 

IN OES- 

20 

lONATEI) SHOKTAOR ARRAS I'li 

:O0itAM. — Th 

e A.drni:n- 

21 

istrator shall cany out a Me 

(heat Crolt^Kf 

sionals in 

22 

De.signated Shortage Area.s 1 

‘rograjo. h’o 

■r a hutn 

23 

made lUMler this paragi'aph. 

the folimv 

ing- sliail 

24 

aixply; 
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I 

1 “(A) Tlie loan shall ho miKie to a Imsinoss 

2 foiiocrn that pnnndcs properly liet'nsi'd TiK'dieal, 

3 (h'iital, or pstT.liiatric; seiriees to tht' public. 

4 ‘‘(Ml The loan shall be lor the pvir|wse of 

5 opening a Isnsinc.ss (•(Micern in fi heallli pn.bes- 

6 sional shortafre aresi (as tlefined in section 332 

7 of the Ibihlie Health Service Act (42 ILS.C. 

8 254e)), 

9 “(C) The loan sltall iiicludc the imrticipa- 

10 tion by the Adniinislraiiciu equal to 90 percent 

1 1 of the* balaiu'C of tin* financing' outstanding at 

12 (lie time of disbursairicnt. 

13 “(D) Tlic tei's on the Joan under jiara- 

14 gTa()hs (18) and t23) sliall lie reduced by lialf.”. 

15 (li) NoTKa,-; jVNUi (,'OMttK.\”i'. — 'flu* in-ograrn required 

16 by section 7(a)fr3f)) of tho Suiall Ifustucss Act, as added 

17 by subscctiou (a), shall lie establi.sbcd al'icr the ojipoi'- 

18 t.vinity for tiuiicc and coniiueut and not later than 180 clays 

19 after the date of the enactnient of tlii.s Act. 

20 SEC. I«S. tNCRE,\SE» VE'rKR/\N P.^KTICtPATlON PROtJKAM. 


21 

(a) Ix llBNERAL. — 

Secti 

on 7ia) of the Small I tusi- 

^2 

ness Ai't t15 U.R.C. ti36( 

a)) i 

s aint'iided l.iy adding at ihc 

23 

end thc' following: 



24 

'■(dt); iNCKEAi 

;kd 

VETKKAX I'.VK'rtC'tl'ATtOX 

25 

f'laKnccM. — 'fhe Ad 

nuni; 

strat.or shall caiTv out ati 
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8 

1 Irtert'iiseO Veteran Participation Program. P^si- a 

2 loan made under this paragraph, the following Kha.ll 

3 apply: 

4 ‘‘(A) Tlie loan sJiall be made to a business 

5 eonceni the inajority ownersliif) intx'rcst of 

6 which is directly held In* individuals who are 

7 veterans of the .Armed P’orees. 

8 "(B) The loan shaii ineimle the partieipa- 

9 tioii l)y the Atlrninistration etixtal to 91) percent 

10 c.»f thi* balance <.»f the fitumeing outstanding at 

1 .1 the time of disbursement, 

12 'HC) Tlie h'cs on tlie loan under para- 

13 graphs (18) and (23) shall not apply'.”. 

14 (b) NOTtCB AND CoytMEKT. — The program reqtured 

15 by section 7(n)(3t)) of the Small Business Act, as a.dded 

16 Ity subsection (a), sliall is* establislnsl after the opiior- 

17 tnnity for not ice and comment and not laUa* than .180 days 

18 .after tin- date of the enaetment (.4’ tiiis Aid.. 
i 9 SEC. 106. ALTERNATIVE SIZE STANDARD. 

20 (a) In (rENEUAL.-— Section Ota) of the Small ,Busi- 

21 iie.Ks Act (15 1,1, S.t,,', (i32ta)} is aniendi'd by adfiing at the 

22 enti tlie following: 


23 ”(‘l) In addition to a.ny other' size staiidard 

24 Mtider tlsis suhsection, the Administrator shall estab- 

25 lish. and jicrtnit a lender making a loan unde!- si'c- 
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9 

1 tiori 7(h) atid a lender making a loan utuler the de- 

2 vdopriKait, (•otTH)iuw loan program to nsc, an alku'- 

3 native size standard. The alternative size stiimlard 

4 shall be based on faetoi's jiiehiding rnaxiinmn tan- 

5 gillie net worth and average net. incmiie.”. 

6 tl>) At'l'T.lfAini.lTV. — Until <l!(> Admini.strator estali- 

7 Hslies, iriMler si-etion 3(a)(4) of the Small Business Act 

8 {as addetl by snl>secti«m (a)), an alternative size standard 

9 in tbe ease of a iendi'r making a loan under secrion 7(a.) 

10 of that Aef, the alternativa- size standard in seefion 

11 12 1,30 1(b) of title 13, ( 'ode of Federal RegnJations, shall 

12 apply to stieh a e.ase. 

1 3 SEC. 107. SUPPORT TO REGIONAL OFFICES. 

14 Seetion 7(a) of the Small Business Act. (15 TJ.S.C. 

15 ti3(i(a)) is amended hy addim,;- at the end (ho foilowing.- 

16 “( 37 ) .SUPFORT TO KKtSlOXAL Ot-’l'TCES.-— The 

17 Adtnini.strator .shall <‘:n-n’ out. a [irograin, witliin an 

18 element of (he Adminisi I'ation alread\' in exisfenee 

19 as of the date of the (-nactnient of tie' Small Bnsi- 

20 ness Ijf.ndiisg Tttijtroveinents Aet of 2007. to prm’idi' 

21 support to regional ofilees of the Adminisi raOon in 

22 assi.sting small lenders who do lurt, part ictiMite in (be 

23 prcft'rred lender program to parfitvipaie in the 7(a) 

24 progratn.''. 
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10 

1 TITLE 11—504 PROGRAM 

2 SEC. 201, CERTIFIED DEVELOPMENT COMPANY ECONOMIC 

3 DEVELOPMENT LOAN PROGRAM. 

4 Section 504 of the Small Bnsines.s hn'esiiiient Act 

5 of 195B (If) U.S.tt 697a) is amended — 

6 (1) by n'desio-natinsr subsections la) and fb) as 

7 snbswd-ion.s (b) and (e); and 

8 (2) in- inserting- bcfi>rc sni).s(‘ction (b) (as so re- 

9 tlesig-nated) tiu- following: 

10 “(a) 1’be iirngrarn to pi-fnide firianeing to small imsi- 

11 no.ssos l)y gnaranl-ot'.s t>f loans nrider this Ai:t wlvich }«•(' 

12 funded by debentures yiiaranteed by tiie Administration 

13 shall 1)0 known a.s the d'ertified Develojum'ni (’ompany 

14 Eeonomie Devclopniciit fjoan Program" oi- ‘504 hoan Pro- 
1.5 gi-am’.*’. 

16 SEC. 202. DEFINITIONS. 

17 Section t0.)(6) of the Small Business Investment Act 

18 o!' 19:5H (15 r.S.P, 662(6)) is Jimended lu re:id as follows; 

19 “(6) the term ‘devi'lopment eomiwiiiy' means an 

20 entity ineorporatod under Htate law witit tiie anthor- 

21 ity to pronioti* and assi.st thf,> growth and de'sehtp- 

22 ment of smali-hnsini’S,s enttcei-us m the jiivas m 

23 wliie.h it is authorized to operate by the Administra- 

24 limi, and the term ‘eertified dewlo|)meiit (•ompany' 

25 means a diwelopment eomjrany ivliieh the AilruiniK- 
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11 

1 liHs (Ipteriiimcd mefits tlie criteria of siattion 

2 506;”, 

3 SEC. 203. ELIGIBILITY OF DEVELOPMEMr COMPANIES TO 

4 BE DESIGNATED AS CERTIFIED DEVELOP- 

5 WENT COMPANIES. 

6 S('ctioii 506 of tlie Small Bii.siiic.ss Im-estmeot Act 

7 of 1958 {15 l-.S.{i 697c) is ;mieri<li;(t to read as fbllows; 

8 “SEC. 506. CERTIFIED DEVELOPMENT COMPANIES. 

9 “(a) Ai.THOKiTV To ISHUE Dkhe.vturks. — A devol- 
10 ojymeiit company may i-ssuc (Iclicnnircs pnrsrtaiit to tliis 
n Act il'thc Admiiii.stration <*ci tifics that tin- (‘omi)iUiy meets 

12 the followin'^' Cfiumia: 

13 ‘‘(1) Size. — d’lie development <:;0rapany is rc- 

14 qwired t,(:i lie a small (ameern with tewfer than 500 

1.5 eniphnci's and not mider tht; control of any (nitity 

16 vliieh iliH'.s not meet the .Vdministriuion's siy.e sland- 

17 ards as a small biismi'.ss, ext-ept that any di'celofi- 

18 menl cmii|iaiiy which wa.s certified hy the: Admims- 

19 tratiiiii prior to Deecmlier til, 2005 may (■ontiie.ie to 

20 is.s!i(> lielMTitiires. 

21 "(2i PtntFOSE, — The prinuny purpose of the 

22 development company is to lienefit the i-omrnvinity by 

23 Ibsteriiii; ecoiinmie dcvelopnimit to cii.'iitf- and pre- 

24 .serve jobs and stimulate private irivestmem. 
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12 

1 “(3) Primary PXmcTION. — The printitn' ftmc- 

2 tioi) of ihti dfivelopmciit ootTiiiany is to aecomplish its 

3 purpose by providing long terin finaiieitig to small 

4 businesses by the utilization of the 504 Ijoan Pro- 

5 “Tam. It may also provide or sojjsiort svieli otlKa- 

6 local ta*onoini(! development aetnnties to assist the 

7 conununity. 

8 ‘T4) Nox-profit STATPS. — 'Fhe deveiopna^nt 

9 comiiany is a non-profit eorjioration, oxcc'pt- that a 

10 development conipariy certified by the Administra- 

1 1 lion prior to January 1, 1987, may retain its status 

12 as a for-profit eurporation. 

13 “(5) Good standjno. — T he development eom- 

14 patrv is in good standing in its State of incorpora- 

15 tion and in any other State in wliioli it eoriduets 

16 business, and is in eomplianee with all laws, includ- 

17 ing- taxation iftpiirements. in its Static of ineorixira- 

18 tion and in any other State in wliiidi it eomluets 

19 business. 

20 *'(6) i\lF,Mi?ERSiMF.— — 'file development eomijariy 

21 lias at least 25 members {or stockholders if the eoi'- 

22 potation is a for-jirofit entity), none of whom may 

23 CTvn (tr eontrol more than 10 percent of tlie eom- 

24 patiy's voting membersliip, consisting of representa- 

25 tion from <;afch of the following gTOnps (ncme of 
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13 

1 wliich are in a isosition to cotitrol tlic t!eYelo|>n>ent 

2 i*oiii})ativ); 

3 ‘*(A) (Tovernment (ifganisiatioiis that are 

4 responsible for eeonoTnic (iereiopment, 

5 ‘■'(B) Finaneial institutiotis that |)rovtdc 

6 eonmun-cial Inn^ term fixed asset firiaiicinp. 

7 “(C) (''omtrmriity organizations that are 

8 dedicated to economic dtn'ciopment. 

9 ”{D) Bnsincssfs. 

10 “(7) Board of directors. — The development 

1 1 company has a board ot directors Unit — 

12 “(i\) is elected from the membersliip by 

13 tlio members; 

14 “(R) rei)r('.senis at least three of the fonr 

!5 groups eiivunerated in subsection {a)(()) fiml no 

16 group is in a iwsition to control the eompany, 

17 and 

18 “(B) meets on a regidar basis to make po!- 

19 icy decisions for siu-b company. 

20 “(8) ^’■ROFBSSK)NAD tCtNAGEMEKT AND 

21 STAFF. — 'rhe devdopment company ha.s lidl-timc 

22 proft'ssiotud iiiariagernerit. including a elsief executive 

23 offiecr io matmge daily operations, and a full-time 

24 professional staff (jualified b) market: tlie 504 I’ro- 

2.5 arum atnl handle all aspects of loan :ij)|iroval and 
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1 

2 

3 

4 

5 

6 

7 

8 
9 

iO 

H 

12 

13 

!4 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


11 

setvieing, including liquidation, if appropriate. T'lu- 
<lcveIopmcut company is rcquirerl to be itulepcrwl- 
critly immagcd and oporated fo piirsnt* ils ecotionuc 
devcloimicnt mission and to employ its chief execu- 
tive officer directly, witJi th(* following' ex(!e]>tif)ns: 

“(A) A deY( lo})nH>nt company may be an 
affiliate of another local noTi-|'trofi( service cor- 
poration (specifically cxeiuding atintheT- develo'|>- 
ment company) whose mission is to .sup|)ori 
(‘conmnic develoiJincur in the area in wliitdi the 
development eompimv opm-ates. In su(‘h a c,ase: 

■‘(i) Tlie d(‘ve!()pTneiit. eomininy may 
satisfy the reqnin'inent for rull-tirne pro- 
fe.s.sionai staff by (•(intraclittg with a local 
ftoii-profiC .sen tee eorporatiivn (or one of its 
non-profit aililiates). or a governmental (O' 
tiuasi-governmcntal ageney, to provide t.htt 
riMpdr-cd .staffing 

'■(ii) 'I'lie development t-omjtatiy and 
l;he local non-profit seivit'c eoi'itoriition nia;v 
have partially eoinraon boards of directors. 
"(1!) A dcvcloiuiieiii cfitii|ian\' in a rural 
area (as defincjl in section 501(1')) shall be 
deemed to have .satisfied the reqnirenienLs of a 
fiiri-tiiuc |irofcssj()nal staff am! profes,sjon!ii 
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15 

1 laaiiagement ability if it (•ontracts witli another 

2 I'frtitiod «l(’’ve!opirii‘nt «>iiipiiiiy \\liifh has siac.li 

3 staff and rnaiuijrement ability and wliieii is lo- 

4 rated in the sarrift jjencral area to provide siudi 

5 services. 

6 “{(.4 A dcvelopnient (;o(n|:uiriv' that has 

7 been cetiificd by the Admiiiist;ratif)n a.s of i)e- 

8 eembirr 31. 2(105, and that has contracted uith 

9 a for-]>r{»fit (•.(iiirpany to (tiTivide s('rviccs its of 

10 such date may (•oTitinm- Oi do so. 

1 1 ‘‘(h) Area op Ot*r:to\TR.)N".s. — The Administration 

12 sitall specify the area in wliieli an applicant, is i.'crtificd 

13 to provide assistance to small l)nsim'.ss(,'.s niidcr thi.s title, 

14 whicli may not initialK’ (ixcccd ito •State of incorporation 

15 nnlcss it proposes to operate in a local economic area 

16 winch is ri>(|irircd to inchule part of its State, of irtcorpoi’a- 

17 tion and may inchule adjaru'iit arc'as within .sinm-al Stale's. 

18 After a. development company has demonstrated its ability 

19 to |)rovide iissistance in its :vrca of (.>|>erations. it may re- 

20 (]oe.st tlie Administratioti to be allo\vc<l to operate in one 

21 or more adflitiorial Slates a.s a multi-state c<'rt.ified dcicl- 

22 opmerit company if it. .sati.sfics the followiny criteria: 

23 ”{1) Bach additional State is eiititiyooiis to the 

24 State of incor]»oration, except tlie Stales of Alaska 
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1 and Hawaii shall be deemed to he ecaitig-uous to ;iay 

2 State abut. ting the Pacific ocean. 

3 “(2) It demonstrates its profieieney in malving 

4 and sei-vicing loans iimJer section 504 l)y 

5 “(.A) reqncsting and rr>('('iving designation 

6 as an accredited tender under stailiun 507 or a 

7 premier certified lender under section 508; and 

8 “(B) meeting or exceeding iierformance 

9 sta!.idards cstiililislicd In' tin' Administration. 

10 “(Bl 1’lic (icvelopmcnt coiripaTiy ud<Js to rlie 

1, 1 membership of its Si, ate of im,‘OT-poration fidditional 

12 memliersliif) from eacli addifional State and Oh? 

13 added membership meets tla^ requirements of suli- 

14 section (a)(6). 

15 ‘'(4) The deveioi>ment company adds fU; !ea.st. 

16 one member to its hoard of dircctm'S in the States of 

17 iueorporation, providing that !idd(.al mtatilicr was se- 

18 h.'Cteil by the membershij) of the additional State. 

19 ’‘(5) 'riu; company meets such other criieria or 

20 coriqsiics with such conditions as the Adntiins! catiim 

21 dia-m.s a}Tpro|')i’iatc. 

22 “(c) PROf’ESSTKG OF EXFAKSIuN AfPi.fCA'riONS,— 

23 Tilt* Adniinistriition sliail respond to tlie riKjrie.st of a (••“r- 

24 tilled de-velofancnt company for eortifieation as a mulii- 

25 state emnpany on an ('xpedited basis within 30 ditys of 
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1 r(H-ei|it of « f‘0(ti|)let,cd a|)plicatif>ii if tlio aj»pliciiti()n (Is-tii- 

2 oiist.ratcs fliat. the dev'clopmonf (•ovnpany mee!;« tlu‘ n*- 

3 (priremciits of subsection {1>)(1) through (b)(4). 

4 “(d) 'Urn OP Ft?NDS Limited to State Where 

5 Lbnk RATED, — Any brads generated by a d(A’(4fi|)mcnt 

6 ('onipany from making .503 and 504 loans vvliitjh remain 

7 after payment of .staff, operating and overhead expenses 

8 siuill be retained by the development company a.s a re.setve 

9 for ftiture operations, for f‘X|)anding its area of ofM'rations 

10 in M local economic area as authorized by the Administra- 

1 1 tion. or foi- inve.stmcnt iu other local ccoxiormf- r!e\'el(.)|)- 

12 merit activity in the State fi'oni which the fumls were gen- 

1 3 cj'atcd. 

14 “(e) ETItrCAf. REtpTRIsMEXTS, — 

15 “(1) In (lE.X'ERAl.. — (,‘ertified devcloprnent coru- 

16 t'anies, their officers, employees and otlrer- .staff. 

17 shall at all times act ctlm'ally and avoid act.ivities 

18 wliich r-onst.itnte a <-ord)i<.:t of interest oi' a}jpr*<ir to 

19 i*(mstimte a contlict of interest. No one may serax' as 

20 an officer, rlirector or rdiief e.Kecnti\T onuxu- of more 

21 than one certified development, comiiany. 

22 -‘(2) I’ROHIBITED r'OKFIAC'f tX PRIUEiT 

23 liOANS. — ^Vs jnirt of a prtyect under Sf‘Ction 504, no 

24 eertificii developnnent compan_v may or 

25 a|)j)rovi‘ a guarantee of a dchentnre i:>y the Adiitnri.s- 
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1 tratinn tliivl is coliateralizfd % a second lien position 

2 on tlie property beinu <;OTistnH*ted or aeqriirt'd aw! 

3 also provide, or be affiliated with a corporation or 

4 otlier entity, for-profit or non-profit, which provides, 

5 financing collateralized by a first lien on the same 

6 property, except that bnsrm^s ilcvelo])meiit i-ompa- 

7 nies which were participating as first mortgage lem!- 

8 ers for tlic 504 program in fiscal years 2004 or 

9 2005 may continue to flo so. 

10 “(^) OTHKK ECONOMXP DEVEiatPMBXT ACTIVj- 

11 TIBS. — Operation of multijile progrmn.s to assist 

12 small business eoncaa-n.s in oi-dcj’ tor a certified de- 

13 volopmcni com})anv to carry out, its economic de;vel- 

14 opment njission sludi trot he decinetl a (•onflict of in- 

15 terest, but nolwitbstmiding- airy otht'r provision of 

16 law, no i1<>velopment coropatn' may accept funding 

17 IroTn any source, inchuliug but not limiti.!d to am* rle- 

18 partment or agenry of the Ihiited States (r(.>veTn- 

1 9 ment — - 

20 “(d.) if such ftmding includes any comlr- 

21 tious, priorities or restrietioir.s upon the t.v'iacs of 

22 small businesses to wluch tian* may |)ro\*id(‘ fi- 

23 namna! assistance under' tlii.s title; iw 

24 "(B) if it includes any conditions or im- 

25 ))ost;.s any rerjuiremeuts, dii'cctlv w iiidireetly, 
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1 upon any rt.>(>i|)ient of assisbinee oruler this title 

2 unless the dcpartnH'Jit, or <ie-cney also provides 

3 all of the financial assislance to be delivered by 

4 the development eompany to tin,' small business 

5 and such eoiidilions. prioritic's or rc'strietion.s 

6 arc? limited solely to tin- fiiiatu-ia! assistani-t; so 

7 provided. 's 

8 SEC. 204. DEFINITION OF RURAL AREAS. 

9 iSeetioii 501 of tlie Small Brisine.s.s Irm-stment i\(-T 

10 of 19.5H (15 TT,.S.C. f>95) i.s amended by addiny at the end 

1 1 the tbllowinir new siiliseetiom 

12 “(f) As msed in suViseetion (d)(;:fi(I)), the term hmral’ 

13 shall inehide any area other tlian- 

14 "(1) a city or town tliat lias a popnlatimi ereat;- 

15 <‘r Ilian 50,000 inhabitants, and 

16 “(2) tlie urbanized area eontiyuou.s and adja- 

17 cent lo such a city or (nwo.". 

1 8 SEC. -205. BUSINESSES IN LOW-INCOME ARE^XS. 

19 Beetioii 501{<1)(3) of the Bmaii !>usirm.s.s Iiive.stmeiit 

20 Act of 19.58 (15 TJ.B.C’, 695(d)(3)) is amended fiy insert- 

21 mg afu-r ’'bo.siuess distnet revitalization” ihi- followirig: 

22 ’‘or expansion of businesses in lo-vv-iiieouie eommumties 

23 tliai wiuild be eligible for ih-u’ market ta.x eredil inves!.- 

24 meiits under section 45D of the Internal Ivevemje Code 

25 of 1986 (26 If.H.C. 451))”. 
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1 SEC. 206. COMBINATIONS OF CERTAIN GOALS. 

2 Section 501 (e) of the Small Busine.ss Inve.sttnent Act. 

3 of lf!5<S (15 U.S.B. 605(e)) i.s ametiileO by adding at the 

4 end tin- (olhnciTig: 

5 "( 5 ) A small business eoneerii that i.s tineoiuli- 

6 tiorially owned Ijy more than one individual, oc a eor- 

7 fjoj-ation whose stock is (m'mMl In' mort; than otii! iii- 

8 (li^idnal, i.s deemed to achieve a public policy goid 

9 uiidci- .subsection (d)l3) if u eumbiin'd ownersbii) 

10 .share of at least 51 percent; is hekl by individuals 

11 who arc in one of tbe gronp.s listed as public poli<-y 

12 goals specified m svibseetion {d){.3)((l) or 

13 (<n(3)(Ei.‘h 

! 4 SEC. 207. REFINANCING. 

15 >Seetio»i 502 of the Small Ihi.siness Invest ioent Act 

16 of 1058 ( 15 IJ.S.C. byti) i.s tnnended h\' adding id Ihe end 

17 the folhnving; 

18 “(7) Fekmissible debt re financing .—Any 

19 flnamhng iipproved nmlcr this Otic ntay also iiieliide 

20 a limited anioniit of debt n-finaiieing for debt iliiit 

21 Wits not jtrevioiisly gujii-anteed by tlie .Ailttiiiiislra- 

22 lion. If the project involves expansion of a .small 

23 Irti.sincs.s wbieb has existing indclitedness 

24 ceiiateralized by ii.Kcd assets, anv aniount (sf existing 

25 indelitednes.s that does not exeeed onc-iiaif vf tlu- 
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1 project eost of tiie expansion niay he refinanced and 

2 addcil to the ('xpansion eost, provi(liii!>' — 

3 “'(A) the proceeds of the indeliledness were 

4 list'd to acquire land, including a building situ- 

5 ated tliereon, to eon.stnict a building tliert'oii or 

6 to [lurehase etjuipnient; 

7 “(B) the bonwver has been current <m all 

8 pimiient.s due on tin' existing ilebt for at least. 

9 the past yt'iir; and 

10 “((') the ott-l financing will ju-ovitic better 

1 1 terms or rate of interest, than now exists on tlie 

12 debt.”. 

1 3 SEC. 208. ADDITIONAL EQUITY IN.JECTIONS. 

14 Clause (ii) of .sc'ciion r)02(3)(I>) of the Small Biisin{?.ss 

15 Invtrstrnent Act of 195H (15 I'.S.C. h!J6(3)(.l>)) i.s amend- 

16 ed to read as tbllow.s: 

17 “(h) Fi■XDI^^G PROM tNSTtTU- 

1 8 TTOX-S.— 

19 “(1) If a .small busiiit'ss eoneerii 

20 provides the minitmnn eontribulion re- 

21 fjuired uiMlt'r paragraph ((Ti, not, les.s 

22 than 50 pt'ret'iit ol' the total cu.st of 

23 any project Hnanced imrsuant to 

24 elau.st's (i), (ii). m- (iiii of sub|)ara- 

25 gTa|)h ((’) shall come from ilie insfitu- 
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1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 


tions descnlMxl in siilxdauses {!), (II), 
and {III) of clause (i). 

“(ID If a small business eoneern 
pim'ides more than the minimum eon- 
tributinn laxinifed under paragTaplt 
{C), any excess (•ontJ-ibvihon may be 
used to redma* the aniDurit rcfinired 
from the institutions described in snl:)- 
eiaases (1), (fl), and (III) of clause (i) 
exet‘j)i. liiat the airionnt: frtmi such in- 
stitutions may not: be nahifiMl to an 
arnonnt less tlian tlie amount of the 


13 loan made io* tli(' Administration,’’. 

1 4 SEC. 209. I.OAN rjQUIDA’I’lONS. 


13 Be<;1.ion 510 of the .Small Rn.sine.ss Investment Act 

16 of 1958 (15 U.S.C. ()97*r) is amended — 

17 (I) by n'dcsignating- subsection (c) as snb- 

18 section (g); and 

19 (2> !:a’ inso'ting after .sub.section td) fol- 

20 lowing; 

21 “(e) PAKTICtPATION.— 

22 “(I) .3iANt>ATORY.— Arn’ ecrtified devetoprm'nt 

23 ('OTnjK-m^^ which elects not to apjily t'or autliority t{> 

24 foreeld.sr’ and liquitlate dtvfaulted Joans iimlcr thi.s 

25 s('(-ti(in or wliich the Administration deternnne.s to be 
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1 iiidig-iblp fof sueh authority shall fontrai-t willi a 

2 qiialifit'd third-party to pt'iibnii foreclosHre arifi licj- 

3 uidatioti of detiinlti'd loans in its portfolio, d’ht* (‘oii- 

4 traet shall be continfinit npon approTal by the Ad- 

5 ministration with respect to the (lualifiearioiis of tlu; 

6 coritraetor and the terms and eoiiditions of licinida- 

7 lion a(“tivities. 

8 "(3) (’OM:\lKNCE.Vfl-;NT,— The provisions of this 

9 snhsectinn shall not r('(jihre any dev(;loi)nK'tit eoni- 

10 pany to licjiiiflate defanlted loans until the Adniini.s- 

1 1 tratioii has adopted and iin|>l<nneiited a program to 

12 eonipen.sate and reimburse development companies 

13 as pi'ovided under snb.sei-tion (ft. 

14 “(t) ( 'ojrpEN.s.vnoN .\n' 1) IfEnrHnKsivvrEXT. — 

15 "{I) rtKtMTn'H.SEtfKXT OP KXPK.XSES. — 'I'Ik! 

16 Administration sliall reimburse eaeli ef'rtifMsi d(‘vel- 

17 opment eom|)any for all expi-nses paid by .sueh emn- 

IS Jinny as jiart of the foreehi.snn* and liijiiidation ae- 

19 livities if the exjren.ses — 

20 “(A) were aj)|)roved in ach’anee by the Ad- 

21 ministration either .specif jeally or gnu Tally; or 

22 ‘‘(B) were meniTeil liy the eunt|)any on an 

23 ernergeney basi.s without Administration prior 

24 a|>}*roval hot which were rea.s{)nal)!e and ajipro- 

25 ])riaie. 
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1 “(2) t’OMFRNSATION' FOR UESUI/rs,-— Tlie .Ad- 

2 miliistratioil shall develop a sj-lu'dnlc to eompcTisate 

3 and provide an inventive to qualified Htate or loeal 

4 devolopirient (‘ornpanios which foreclose and liquidate 

5 defaulted loans. The sehednie shall lx* based on a 

6 (lerifcntap-e of the net amotint recovered hot sliall not, 

7 ext.'oed a rntiximnni anionnt. 'riie schedule shall not 

8 api)ly to any forcelosiire which is conducted p«i-.sn- 

9 ant to a contraet iH-lwia'n a din'cloinnent eoinpany 

10 and a (puiliried third-[)arty to perforin the foi-e- 

11 elo.snre and h(|uidation.", 

1 2 SEC. 210. CLOSING COSTS. 

13 Paragraph (4) of section dO.'hdi) of the Small ,Busi- 

14 ness Investment ,Act. of 1953 (15 U.S.t ', (i97(h)) i.s utmmd- 
1.3 t;‘d to read as folknvs: 

16 “(4) tht' aggregate amount of‘ such d<,;bentnre 

17 does not evcced the aoiouni of loans t-o he made 

18 from the (iroiax’ds of such delxmture pins, at the 

19 elei'tion tif tiic 504 borrower, (>tlier aouunits atrnl)- 

20 ntahle to the adrninisti'ative and clo.siug eoste of 

21 such loans, e.Ke('|.rt for the hnrnm'er’.s alturnev i'ee.sd', 

22 SEC. 211. MAXIMUM 504 AND 7(A> l.OA.N ELIGlBHT rY. 

23 Section 502(2) of the .Small llnsine.ss Investment .\e{ 

24 of 1958 (15 U.S.f’. 696(2j) is ainendtHl by adding at tlie 

25 end tlir^ following: 
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1 “(C) C^OMBIKATIOX FINANC'TNO. — Firianc- 

2 irig: iintJ(»r this title may Ik* providc'tl to a bor- 

3 rower in the maximam amount provided iti this 

4 s«l)secti(m, phis a loan gaarantee under section 

5 7(a) of the Small Business Act may also btc pro- 

6 videil to tin; sstme lK»rrow(*r in tile rnaxinvvmi 

7 provided in section 7fa)f3){A) ofsneh Act.”. 

8 SEC. 212. ELIGIBILITTY FOR ENERGY EFFICIENCY 

9 PROJECTS. 

10 Section 501 (d)(3) of the Stnari Business Inve.stment 

1 1 Act of 1!>58 (15 U.S.C, 6h5(d)(3)) is amended — 

12 (1) in subparagi'iipli {(}) by striking “or” at the 

13 end; 

14 (2) in siib]iaragTapb (IT) by striking the period 

15 at the end and inserting or”; and 

16 (3) by iriseiting after sitliparagraph (11) (lie f'ol- 

1 7 lowing: 

18 “(I) reduction of energy co«.sviHi|)tion b}? at 

19 least; 10 percent-”. 

20 SEC. 213. LOANS FOR PIjVN'I* PROJECTS USED FOR ENERGY. 

2 1 EFFICIENT PURI'OSES. 

22 Section 502(2)(A) of the Small Br!sities.s IiAa'.stment 

23 Act of 1!)58 (15 IF.S.C. (!9G(2)(A)) is amended — 

24 (1) in clause (ii) by striking “atai'' at the 
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,1 (2) in clfniKP (iii) by strikinii tJie period at tlie 

2 end and insortiog and”; arul 

3 (3) In’ adding at the end Mie following: 

4 “(iv) $4,000,000 Ibi’ eacli project that; 

5 redutsts the boiTower's eoiisoMiirtion 

6 by at least 10 percetd;.'’. 

7 SEC. 214. EXTENSION OF PERIOD DURING WHICH LOSS KE- 

8 SERVES OF PREMIER CERTIFIED LENDERS 

9 DETERMINED ON THE BASIS OF OHT- 

1 0 STANDING BAL.ANCE OF DEBENTURES. 

11 Section 50S00(0)(B) of tlie Sniall Business Invest- 

12 rnent Act of 1958 (15 U.SX.'. ()97e(c)(6)(B)) is amended 

13 by striking “<lnring tlie 'd-tt-ar jiiTiod beginning on the 

14 tiatc tliat i.s 90 days after tlie date of tlie enactment of 
13 tills snbparagrapli,” and iruserting “tiiroiigdi the end of fis- 

16 eal year 2008,”. 

17 SEC. 215. EXTENSION OF ALTERNATIVE LOSS RESERVE 

18 PILOT PROGRAM FOR CERTAIN PREMIER 

1 9 CERTIFIED LENDERS. 

20 .Section 508(e)(7)(J) of the Small Bu.sirne;.s Invest- 

21 iiN'iit Act of 1958 (15 U.S.i’. 697c(c)l7)( Ji) is aiiieiidcd 

22 by strildng “nieairs’' aiitl all tliat follows ihrongli the pt:- 

23 riod at (tie end and inserting ‘ineans caeii ealmidar qnar- 

24 ter tlirongti the end of tiscal year 2008.” 
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Is'i' SR^smN 


H r 1 

9 J. A 


To iiir|iii ■ ;- nil- n lir!' pi'oiri’oiii,'; oi‘ ;»)<' .Sin,. I! HnsUii'S-S AdiHinistratinii, 

.Itiil fi)l- !' pUilil'Si s. 


IN 'niE HOl'BE OF KEPRESEK'I’ATIVES 


>Lu{i'n it. 2()()7 

Ms. XElJ<7.q\ Vy. ii's)- Mr, B.VKftli, -I KKFKnsi .K, Mr. I’AYUIR, IMi-, 

Ml- ( ii Mr. ,'4r l.iPiXSKl, M.<!. 'Moo,F!i-: 

Ilf W i;..'Oli;.i'i !%\ Dj'to’.Vii, .lili! Mr, ‘l.lllsSU.V llf {itiltrfiisl) iilt.ivi- 

iiiu-i'.l fin- foiiou'iiitf ioli: '.vhh'h v.-as ii'(Vn-i-ii so tin- ('omniittee ctn 


A BILL 

To iii)i)r!)\'!' the (lisii.stCf n-'irf nfthe Small 

I Sfisirii'.ss Aibfiinisi.nit-ioti. aifd tot ij'liof jmrposcs. 

1 r»- i( I iiitrlnl hy iJm iXcuiilr tniti //oiivp iif Mepresenln- 

2 t ’-rf.i tif !;;i ! ' nitf’d Slalm qi Aiiivricd I '<di(/mss assembled, 

3 SEC,:110N 1 . SHORT TITLE; TABLE OF CONTENTS. 

4 in) S[ tilin' Title. — T his an loay [>0 cited as tlic 

5 ‘’piTi-i' iLr Ooortliriofiod of Olpecth'cs aiiil 

6 V'ahirs Lii- Krrrcii\'i. I^eonvrio- ,\c!. .o' yiHiN’ or the “RE- 

7 n Ar!”. 

8 sis 'r.xlT.K OF {'UNTKXTS.-- ’rifo Link' of COIltents for 

9 tins An is its fbllliwsi 



140 


S^M-. I. KborMiOe; i'l i'Oijtents. 

TITLE I - rL.VNKiNG 


Src. 

101. 

L»ro)ircho«stw dis4islcr rv.'i] 

Miioso plun. 

.Gpc 

H.e, 

Aniiutd dimi 

;tpp sil«\tUd>«>M 

‘NCCi'iKo. 

See. 

IlKO 

{)jsO.HiCt *T'S 

■m* t'Uilis. 


Sec, 

Hi4, 

l7ii;LS to AvV 

nv iKlditioilid ;» 

Oi.-C M|)at!f.h 

Goc 

107. 

i o"Mhnal:os 

oi’ disasUiT asK 

tsfonce ijn>|i-ra«5?: v, itli FEMA 

Hcc. 

liH'i. 

A-.', .'.ore A* 

tiHiiitArator tot 

r>ls,'iEt(.>r A>^Asi".!uro. 


TiTLK lU-LENDf^G 

-tf KatHmal -HigiiiiK'oiii't:, 
h;r-.,ir»iUitioii tr;U'kbi^^ and foikiw-iip Hv^triv;, 
fiffiHjH'uaU' Pis;i.sU‘r iV*i;si.st;«it‘r prograin. 

lielVj tnesd iH-risKl. 

Ei'Aisf'-d tTpHvriHm! ierrits. 

Ui viKcd i.ksliumMnctit pm:f\SLs. 

eoilatmd ?Tqtdr^n's‘?i5t-s. 

E^ihatu.n^d U'ndr«|? rtiuhordy for privat;* londrrs. 

.D.i,vJi^U‘r mhiTijl-niu-v, 

(jrau^ 

WiUVM* ‘>f }a‘ohjhuio« on dnplk-atjou of r»a ra»4 liortdtts. 

LHaYsisr Iriii'ilaMvo limit. 

N',/t eoaninj-Vf^i i-himaa proiiiiiiKnl 
KojitY'ivdc iitptJ-v (Usjistor loans to luainnitUs. 

Applk'^iirti: tli.it ivUl ronstiGto:* a ina.T' ^uorro ot' emjiUinm'^nt ihm to 
rirY*i>ra.<ristM ‘.'s 

TITI.E Oi r>VBU8KHlT 
S<-r, :ll.n . iL'p'O'P'i 00 di?».Ks:i.»T a.ssistaio-'- 

1 TITLE I— PLANNING 

2 SEC. 101. COMPREHENSrVE DISASTER RESPONSE PIAN. 

3 The iSmolI l^HKiiiess Act i« amiculcil !)y miesiRoating 

4 sectuiii 37 CN 99 and Iw iisscrtnifi: after acetjon 36 the fol- 

5 iinvnsy; 

6 “SBC, 37. comprehe:nsive disaster resi'ONSB plan. 

7 "ia) Tl,\n liECJiTRED.— The Adininistrator shall de- 

8 vi-lop, iftijiienieTU, aiid iiinhiraiti a ciifnitreheiisive written 

9 iliSiiHfcr response plan, 'rhi; plan shall inelncle the Pol- 

10 h'rtvitie': 


.■'MM' 

li 

''I "jO;}. 

- I ^07, 
^ !)■<. 
^ ( MH). 
S*H\ ;?Ui, 
vSpo, :■.! i 
Spfc 212, 

2L;. 
koo, 2.1 :i.. 


■HR C'tiH Ui 



141 


1 “(1) Poe eaeli rrinon f)!' iln* Administratioii, a 

2 (k'Hcrj))Tjoti of t!i(; tlisiiKtofs iruist liiccly to oci-nf in 

3 that repoit- 

4 ‘*(2) For each thsaster ilcscribcd under para- 

5 "'•■foph (1) — 

6 “(A) iHJ assessment of tlie disaster; 

7 “(Bj an ;tssessment of tlie demand tor Ad- 

8 nunistration assistance most likely to oecnr in 

9 res|)onse to the (li.saKf('r; 

10 ‘'{O :xn asscss'irient of the needs of the Ad- 

11 ministration, willi respect to stich resources as 

12 inforniai'ion teclrnoloe 3 -, tfdiiconitaunicat.ions. 

13 hviinan resources, and office space, to meet th<; 

14 deniani! teferix'd lu iii sul (paragraph (B); and 

15 “(1)) miididines pursuant tt) which the Ad- 

16 rniuistriition will coordinate with other Federal 

17 agmicies and w'itli Btate msd local authorities to 

18 bt'Ki. res|!Oiiil to the iletnand n-rerred to in sub- 

19 lairagrapii (l>) and to best use- the resources I'e- 

20 fciTcd to in that svtlipmrag'rajth, 

21 'hi)) < i>MH,ETieiX; Revision- — T ic first plan n;- 

22 In subsect.ujti (a) slaill be (•(mipleied not later than 

23 I fd dip’s after the date of the cnaeuvn'm of this section, 

24 'rhcreaffiT, the .Administnitor siuill is]K!a1e the plan on an 
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1 iintiUiil liiisis and follciwiria; ain iiieiderit ofriatiomi] siirnifi- 

2 l•an(■{' (as dr*<'larc(l by the I’ri'sjdcnf. or liis tlcsigiicc). 

3 "(a) Hki'OKT. — T he Adnilnistrator shall ineiode a re- 

4 },>ort on tiie plan wlienCT'er iln.* Administrator submits the 

5 rr|)<)rt rfHjuired lay seetiou 47(a).”. 

6 SEC. 102. .4NNU.4L DISASTER SIMULATION LIXERCISE. 

7 TIse Sniiil! Business Aft is armauled ly inserting jifter 
b s!“ftion 37 I as addl'd by -Section 101) the following; 

9 “SE€. 3S. ANNUAl. DIS.ASTER SlMUI.^\TION EXERCISE. 

10 'ha I Exercise IIK(^ITREI). — The Administrator shall 

1 1 fondm-t a dl.sa.sti'r siimdat.ioii exercise at least once eaeh 

12 llscal year. The excrei.si' sliidl iiiehule the participation of, 

13 at a tiuiii'tmnn. not less iliati hair oftlie itidividnaJs in the 

14 disaster reserve eoiiis and shali test, id: maximum eapae- 

15 iry. all of the infonriaiion tfclinologv and teleeommuni- 

16 cations systems of the Adnntns! ration timt are vital to the 

17 activities of tlie Aihninistration durini; sm-h a disaster. 

18 “(b) JvEf'OltT.— -The Adrninistriitor sltall inelude a re- 
lb port on the di.sastej- .siriinlaiinn exerci.se whenever the Ad- 

20 )tnrii;vti atinn suinmts the n.-port renitired ly section 

21 iTuc,", 

22 SEC. 103. DISASTER RESERVE CORPS- 

23 'i'he Sjcall Business Act is amended ly inserting after 

24 sct-rion 'Ih ias atlded In'scctinn 1(12) the f iliowing; 
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1 “SEC. 39- DISASTER RESERVE CORPS. 

2 "ia) roirrs Reqcired, — T he Aliniiiiistratoi- .shall 

3 maintain e.-iUiin Use Admiiiisij-atioii a flisa.ster resen-e 

4 cm-ii-s, (lie i.nrpese nf wliich i.s to ]i!‘S-|V:.riit the fooctiotis 

5 iif flit* Ailsiimixirafinn rtUaten to disasttn- response. The 

6 eorp.', .shall of at least i.OOU imliwdmils, each of 

7 whsim 

8 ■■(1) does not ordinaniy Imvc the duties of a 

9 fnll-riine ofi'a-ef or einpliivec of Ua- Adininistratioii; 

10 i.m 

11 “(2) is ahhs t(i as.siniii» dnrm.s reUited to <ii.sa.stev 

12 res|Kinse when the AdsH'ifii.'-'U'alor .sss rei|uircs. 

13 "'H) — ’I'ln- .Aliiiiiii.'.n-iitor .sliall (>n.surc 

14 that each sndivid’Siit in Uu; eorps rei'Oives training each 

15 yttar ill on«.' or moi-e iinicnons iclating ii.i sli.sast.er re.sponse. 

16 T’o: iiii maxiinniu rvient pcmen-alile. (fs- lirnetion in wliicli 

17 an individnai is ii, lined in uiie M'ar sliai! he different from 

18 ilie fimetion in vvhieh the individuiil was iruiricd in prior 

19 

20 ' 2(0 ( tKooisApme Distkibcth'N. — d’he Admiins- 

21 tnUrr stuiil ciistHs- dial not miire than 30 jiereetit of the 

22 initi'-i. Inals m the ;-;)rj>s resirii* m ain' oih’ region of the 

23 Ailmnustranoit, 

24 ' id) Hi- PORT -The AdmioistrahT simll inehide a re- 

25 |)o>( ,in >iii- eorps uiii'nei! r the AdimDistration submits 

26 'he r i-i'i|uired lA'septioii 47(a).”. 
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1 SEC. 104. PLANS TO SECUKE ABDITIONAL OFFICE SPACE. 

2 Tlie Small Business Act is aniended by inserting after 

3 section 39 (as added by section 103) the following; 

4 "SEC. 40. PLANS TO SECURE ADDITIONAL OFFICE SPACE. 

5 “(a) Pl.ANS R-KQUOIED. — The Adniinistrator shall 

6 develop long-term plains to .secure a<lditioTiaJ office space 

7 to aceommodate an expanded workforce in times of di.s- 

8 aster. 

9 “(b) Report. — 'I’lie Admini.strator sliall iticlndc a l■(“- 

10 port o.n the plans whenever the Adniini.stration .submits 

1 1 the report required by section 47(a).". 

12 SBC. 105. COORDINATION OF DISASTER ASSISTANCE PRO- 

1 3 GRAMS WITH FEMA. 

14 The Small Busiues-s iVet is amended by inserting after 
L5 .section 40 (as added by section ,104) the following-; 

16 “SEC. 41. COORDINATION OF DISASTER ASSISTANCE PRO- 

17 GRAMS WITH FEIVLA. 

18 “(a) Coordination REQniiED. — Tim Administrator 

19 slifil! ('TiKure that the disa.ster a.s.s)stanfe pr{,)grams of tlie 

20 Administration are coordinated, to tlic uniximum extent. 

21 i.)raetif‘al)lt*, with the disaster a.ssistan«‘ programs of the 

22 Pedci’ai Emergenty .Management Agency. 

23 "(h) REooiAriONs Required. — 'fhe Administrator, 

24 in {-onsultation with the Director of the Federal Bnier- 

25 gency Management Agemy, .shall estal)li,sh regulatiims to 

26 eriKvire that each application tor di.sa.ster as.sistivnco is sub- 
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1 iiiitted as quickly as practicable to tlie Administration or 

2 directed to tiic appropriab' agency under the cir- 

3 cumstatices- 

4 ‘'(c) {jOMPT,ETiON; RRtisiON. — The initial regtila" 

5 tions shall lie coinpletcd not later than 270 days idler llie 

6 date of the enaetment of this section. Tliereafter, tlie regti- 

7 lations shall be revised on an annual basis. 

8 “(d) Report. — T he Administrator slmll iiu’hule a re- 

9 port on the reirulations whenever t he .Administrat.ion .snb- 

10 raits the report recpuiH'd by section 47(ii).’'. 

1 1 SEC. 106. ASSOCIATE ADMINISTRATOR FOR DISASTER AS- 

12 SISTANCE. 

13 I'lie Snuill Rusin(,«.s Act is iimendecl i)y inserting after 

14 se(;tii)r.i 41 (})S iulded by section 105) tlie following; 

15 “SEC. 42. ASSOCDVTE .ADMINISTRATOR FOR DISASTER AS- 

1 6 SISTANCE. 

17 “(a) In (tENER.AIj. — T liere is establisltod in tlie Ad- 

18 mriiistration <ni As.Hociiite Admini.striitor for Disiistcr As- 

19 sistiince, appointed liy tlie Pi'csident liy and with the ad- 

20 vice and consent of the Senate, from among individuals 

2 1 who havt:'— 

22 “(1 ) proven nuinjigement alality; iind 

23 “(2) .siilistantial ktimvledge in tlie field of dis- 

24 a.ster readines.s and cmergeiM.-v respoti.se. 

25 “(b) DiitEtiTOR OF Disaster Pr..iNHiNO. 
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1 “(1) Appointment. — Thi>re is established in 

2 the Adjiiinistratiop a Director for Disaster Plamiing-, 

3 api)oitit(*(1 V)y the AdiniTiistrator. 

4 ‘'{2) Dpttks.— B iililect to the autliority, diree- 

5 tioT), and control of the Associate iVilTtirnistraior foi- 

6 Disaster Assistane-e, the Director simll — 

7 “(A) develop atni implement the Adminis- 

8 tratiotvs plans foi- respondiric; to disasters; and 

9 “(B) <lirect the Administration’s training- 

10 fixenases witli n-.spcct to disasters. 

11 “(8) CoOROiN.vnON. — In carivtng out the dn- 

12 ties under ]>aragTaph (2), tlie Director sliall eoordi- 

13 natc with — 

14 “(A) tiie Associate Administrator for the 

1.5 Office of Disaster Assistance of Ihe Administra- 

16 tion; 

17 “(B) the Director of the F'edcral Emer- 

18 geney Management Agimcv; and 

19 “(f-) otlier Pcderal, State, and loc-al dis- 

20 aster iilaniving offices, as nceessiirv, 

21 “(e) Dirbi'tor op Disaster Bekdixo.. .. 

22 “(1) Appointment.— There is established in 

23 the Administration a Direct<.>r for Di.sa.sier Lending, 

24 ajipointcd by the Adraiinstrator. 
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1 “(2) DU'I’IES. — Subject to tlie authority, clirce- 

2 tiou, and control of the Associate Administrator for 

3 Disaster Assistance, the Director shall direct all as- 

4 pects of the disaster lendin^r |>rogram under section 

5 7(b). 

6 “(d) Resot.?kubs. — T lie .Administrator sliall ensure 
? that the Associate Administrator’ fru’ Di.sa.ster A.ssistance, 

8 the Direetoi- of Disaster Idanning, and the r)iret,‘tor of 

9 Disaster Lending liave adequate resources to carry out the 

10 duties amler this siH-tion.”. 

1 1 TITLE II—LENDING 

12 SEC. 201. INCIDENTS OF NATIONAL SIGNIFICANCE. 

13 (a) Disaster Loans t(,) Private Nonprofit Or- 

14 GANIXA'riONS. — Section 7(b)(2) of the Small Busine.ss Aet 
!.“> (15 I'.S.t.'. 636(l))(2)j is amended — 

16 (1) in subparaRTairh (D) tiy striking- the pc'riod 

17 at the end and in.scrt.ing- or''; and 

18 (2) by inserting after subiiaragrap.h (I.)) the fol- 

19 lowing: 

20 “(E) an incident of national .signitleance. 

21 as dcelared by the President (,)r his designee, in 

22 wbieh case nssistiince uruler tins paragi’aiih rria> 

23 be yirovided. subject to tlie oth('!- a|vplieai)Ic re- 

24 quirements of this paragr-aph, to a inivate rum- 

25 ),>i-ofit organjj'aiion (as that ti-rm is (hihied in 
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1 scctiorj 20(ii){2)) that is hx-alfd in ari area af- 

2 tl'cted by the inddent of national sipnifieanc.t* 

3 (b) MlTKlATiON liOANS TO SMAt.I, Br'«lNE8S (’OX- 

4 (’ERN8.— Seorion 7 of the Small BnsiriesH Act (15 U.S.b. 

5 636) is atiu'nded by 018014, ing after snlisootion (d) the fol- 

6 lowiofr: 

7 “(e) Disaster MiTiGATrox Loans, — 

8 ‘‘(1) ArarttOKiTV. — Tlie Administrator may 

9 make or <>'iiaranteo a mititration loan to a small Inisi- 

10 tios.s (Hincerri that recrivos a loan iiiMler stHtion 

11 7(b)(1)(A) for tlio darnaire or dostruotion, by reason 

12 of an iruvidont of national siiniifieanee (irs dorlai'od 

13 liy the President oi- liis ilcsijrnoc), of iiropcrtr- owned 

14 liy the small bnsines.s ('oncern, 

15 “(2) A.MonxT OF l,OA,v, — 'fhe amount of a loan 

16 under paragTapli (1) shall not »3xeei;<l 20 per<rent of 

I? the total arnonnt of the cost of the ilamage oi' de- 

18 strnetion leterred to in paragraph (1). 'fhe total 

19 atnonih shall be ealenlatod withoin regard for any 

20 costs (hr ivhicli the small business eiaicern i.s reim- 

21 bnrsed under any insurance policy m’ uibetAvi.se.'’. 

22 M AimACAnuATY for Fiscal Year dOOG to IIfk- 

23 RICANES ILVTRiXA, ElTA, AND WiLMA.— 

24 (1) lx CKNERAL. — For fiseai >-car 2006, the 

25 Adm i n i,si fii ti ir-— 
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1 (A) may cam- out siihs(’(,;tion (e) of secition 

2 7 of the Small Business i\(‘t (as adcled by sub- 

3 sec-tion (b) of this section) with respec’t to a pri- 

4 \-ate nonprofit organization that was Joeated, as 

5 of August 28, 2005, in a Imriieiiiie-affecteil 

6 area; and 

7 (B) may carty out sudi subsection (e) with 

8 respect to a small busines.s eonc('rn tliat was lo- 

9 eated, as of Augiist 2H, 2005, in a Imrricanc- 

10 affect.i'd area, for damage or destnufioit l>y rea- 

11 son of nurricane Katrina. Hurricane Rita, or 

12 I lurrieano Wilma. 

13 (2) IIUKUIt’A.VK-AFFEC'l’Kl) AREA DEFIN'BD. — In 

14 tliis section, the term ‘‘burrieanc-affected area” 

15 nieans a county or parish in the State of Alabatna, 

16 Klorida, Mississippi, Louisiana, or 'r('xas, that lia.s 

17 Ireen designati'd Iry the Admioistrator of the KStnall 

18 Hnsini's.s Admini.stration as a disaster aj'ca Iry rea- 

19 son of Hurricane Katrina, Hurricane Rita, or HurT'i- 

20 cane Wilma under di.sastei’ rleclaration 10176, 

21 10177, 10178, 10179, lOlSO, 10181. 10202, 10204, 

22 10205, 10206. 10222, or 10222, 
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1 SEC. 202. INFORMATION TRACKING AND FOLLOW-UP SYS- 

2 TEM. 

3 The iSnitill Business Act is amended by inserting after 

4 section 42 (as added hy s<Tl.ioii 106) tlie following: 

5 “SEC. 43. INFORMATION TRACKING AND FOLLOW-UP SYS- 

6 TEM FOR DISASTER ASSISTANCE. 

7 “(a) Sy.ste]^i Required.— T he Adrninistrator sludl 

8 develop, iinplerncnt, and maintain a ecntralizi'd inlbrma- 

9 tion s^'steni to ti’a<;k communications between ])er.s 0 nnel 

10 of the Admitiistration and applicants for di.saster a.s.sist- 

11 ance. The system shall ensure that whenever an appheant 

12 for disastei' assi.stanc(“ (•omnmnicates with such jHTSonnel 

13 oil a matter relating to the a|)(:)lication, the following infor- 

14 mation i.s recorded: 

15 '*( ! ) The method of ennimHriieation. 

16 “(2) The (late of eoninuimeation. 

17 “(4) The identity of tlie ],)ersonnel. 

18 “(4) A summary of the stibj(>ei matter of tlie 

1 9 ecitivmiiiueat ion. 

20 “(1)) Foi.LOW-UP RsK^TaREl). — 'Fhe .Admioist.nitor 

21 .shall emsiire that an applieant for disastt*!- ;i.s.sistaiH‘e tv- 

22 eeives, by telejihone, mail, or electronic mail. fo)lo%v--up 

23 comnnmieat ions trom the Administration at all (“ritical 

24 stages of tlie applieation proecss, including the rollmving: 
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1 “(1) When tiic Administration determines that 

2 additional information or doriiTTicittation is r(‘qnin>(i 

3 to process the application. 

4 “(2) When the .Administration determines 

5 whotficr to aj)pro\‘c or deny the loan. 

6 “(3) Wlien the priniiu-y eoiitaet person rnan- 

7 aging the loan application has changed.”. 

8 SEC. 203. nviMEDIA'rE DISASTER ASSISTANCE PROGRAM. 

9 The 8tnali ]lnsincs.s iVet is amended by insi'rtirig after 

10 section 4.3 (as added ljy section 202) the following: 

1 1 “SEC. 44. IMMEDIATE DISASTER ASSISTANCE PROGRAM. 

12 “(a) l:'*ROGRAM REQt'IREO. — The Admiriistrato.r shall 

13 carry ont a program, to lx* known as the hmnediat.e Dis- 

14 aster Assistance program, nrulta- which the .=Vdi:ttinist:.ration 

15 parciinpates on a deferrtal (guaranteed) ba.sis in 85 p(,'r- 

16 cent of tl,i.e balance of the (imuieing outstanding at the 

17 lime eif dislirirsement of the loan if such bahmeo is less 

18 than or e(,iual to $25,000 for l,)»isine.ss(.:s affected In' a dis- 

19 aster. 

20 “(b) EliKilBlLlTY BEQUlia^MENT. — To ri'ceii'e a loan 

21 gnarariteed under snlKsection (a), tlte fqiplieaiit must also 

22 apply for, and meet ba.sic eligibility standards foi-. a loan 

23 under si'ction 7(b). 

24 '‘(c) Use op Procbeds.--~A person wtio re(*eives a 

25 loan und(>r section 7(b) must a.so the proeeiHls of that loan 
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1 to n*pa.y all loans gnarantcwl under subsection (a), if any, 

2 before using- the proeccds for any other purpose. 

3 *'((1) Approval or DiacVPPKOVAi,. — The Adminis- 

4 tratoT sliall ensure that each apfilicant for a loan under 

5 the progrfuu r-eeeives a decision approAiiig or- disapproring 

6 of the application within 3h hours after the Adnunistra- 

7 tion receives tlie application.”. 

8 SEC. 204. INCREASED DEFERMENT PERIOD. 

9 Section 7 of the Small Bnsincs.s Act (15 U.S.C. 636) 

10 is amended by inserting after suhseetiim (e) (as added by 

1 1 section 201(1))) the following.- 

12 “(f) AltUITIO.S'AL KEQiaREMEXTS FOR 7(1)) 

13 Loans. — 

14 •‘(1) INC’REASEO DEFPRMKNT AUTHORIZED. — 

15 “(.A) In opn'ERAL. — I n making loans 

16 under section 7(b), the Administrator may pro- 

!7 vide, to the* j)erso)i receiving ilie loan, an option 

18 to dder repawnent on the loan. 

19 “(B) Feriod.—A deferment under .sub- 

20 paragraph (A) max’ not exceed 4 yeans.”. 

21 SBC. 205. REVISED REFAYMENT TERMS. 

22 Section 7 i)f the Small Busine.ss Act (15 Ti^.S.O. 63(i) 

23 is iuucnded i)i subsection (f) by adding afler paragraph 

24 (1) (as added l)y .section 2()4} the following; 
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‘‘(2) Rkvisbd REPAl'MENT 'I'ERMs.— In making- 
loans under setrtion 7(b), tbe Adrnimstrator — 

“'(A) shall not require rejiajanent to I)e 
made until 12 months after the' date on whieli 
!h(’ finai dishnrsenient of a))()rovcd amonnts is 
made; and 

'*'{15) shall ealenlate the amorint of rcijay- 
ment based solely on the amounts disbursed ”. 
SEC. 206. REVISED DISBURSEMENT PROCESS. 

iSt-etion 7 of the Small Business Art (15 IJ.S.B. 636) 
is amended in .siihseetion (f) by ailding afler paragraph 
(2) (as adiled l)y .section 2()r>) the folh.nving; 

•‘(3) liEVlSEI) Dl.SBPIlSEMBKT PROCESS. — In 
making loans midiu' sc-ct.ion 7(b), the Administrator 
shall disburse the loan amonnT.s iii stages a.s follows: 

“(A) IjOaxs rt> TO — If the total 


amoniit approvi'd is le.ss than or 


.-liinojfoo- 


"(j) the ftr.sl disbursement sliati eon- 
.sist, of 40 pjercent of die total loan amount, 
or a le.s.scr pcrcenlage of the total loan 
amount if the Athninistrator and tlie bor- 
nnver agree on siadi a lesst'r liercentage; 

“(ii) the .second disbursement sliall 
consist of 50 percent of the amonnis that 
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1 remain after the first disbnrseinent, iuid 

2 sliall be made when the borrower has pro- 

3 (hiced sati-sfaetory receipts to demonstrate; 

4 the; proper use of the first half of the first 

5 disburseTMCMt; and 

6 “(hi) the third disbursement shall 

7 (‘onsist of tlie amovrnts that remain alter 

8 tlie preceding: disbiii'serneTihs, aTul shall he 

9 made wlicn the l)orrower has j)rodueed sat- 

10 isfaetoiy receipts to demonstrate tlie |:)r<ip- 

n er use of the first disbursement and the 

12 first half of the second disbursement. 

13 “(B) IiO.tNS FRO.^[ .$100,000 TO $500,000. — 

14 If the total arnonnt appi’oved is more tliari 

15 $1;30,0()0 but less than or ecjual to .$i5()l),000 — 

16 ‘fii) the first disbursement sluill con- 

17 sist of 2t) jiereeui of Ibe total loan amount., 

18 or a ies.ser pei-eeutiigt; if the .iVdministrator 

19 and the borrower agree on soeh a le.sser 

20 percentage; 

21 “(ii) the .second disbursement .shall 

22 (-ousist of ?>() percent of the total loan 

23 amount renmining after the first di.sburse- 

24 merit, and shall be made when the bor- 

25 rower has producfsl sa.li.sfaeroia' reccijjis In 
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1 demonstrate the pro|)ei- use of the first 

2 lialf of th{' first disbmsomcnt; 

3 “(iii) the third disbursement slmll 

4 consist of 25 percent, of the total loan 

5 ainoant remaining after the fii'st and sec- 

6 ond disbursements, and shall l)e made 

7 when the horrow-er has prodm-ed satisfac*- 

8 toiT reeei|)ts to demonstrate the- proper use 

9 of the fu'st, (hshni'sernent and the first half 


10 

of the secomi disbiirscnient; and 


11 

"(iv) 

the 

foil ri 1 1 d i sbur.scmen t 

shall 

12 

eon.sist of 

the 

amounts that remain 

after 

13 

the pri'ccding 

dislnirsements, and sh 

all be 

14 

made when tin 

“ borrower lias produeei 

il sat- 

15 

isfaetory ri 


its to dcnionstrate the 

prop- 

16 

er vise of 

the 

first and second disbinsf'- 

17 

rnenhs and 

Ihe 

first, ha.ll’ of the tliird dis- 

18 

biirsement- 




19 

“(C) I•OA^ 

iS o 

KEATEt; THAX jiSOO.OOl 

Tf 

20 

tlie totvi! anwurrt 

approved is more 

riian 

21 

^|;500,000— 




'JO 

“(i) tl 

le first ihshnrsemenl. shall 

COli- 

23 

si.st of at 

ieii 

i-st 51()().00O, f,r a 1 

iesscr 

24 

amount if 

the 

Administrator and the 

bor- 

25 

rower aio-ei 

2 011 

siicli a lesser aniount. 

; and 
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1 “(ii) the number of dishurseiiM'iits 

2 after the first, and the atnount of eacli 

3 such disbursement, shall be in the discre- 

4 tion of the Administrator, but the amount 

5 of each such disburseroent shall be not less 

6 than $100,000/’, 

7 SEC. 207. REVISED COLLATERAL REQUIREMENTS. 

8 Section 7 of the STnall Bu.siiie.s.s Act is aiuemled in 

9 subsection (f) by adding aftc'r jiaragrapli (3) (as addeil 

10 by section 206) the following: 

11 *‘(4) REVLSKD COIJATERATj REQtdREMENTS. — 

12 In making- a businfs.s loan under section 7{l)), tlie 

13 total a|)pr()A-cd amount of whicli is less than or- cqvial 

14 to $100,000. tile AdministT-atur .sliali not require thi; 

15 borr-ower to use the borroAver’.s liofne as collateral.”. 

16 SEC. 208. ENHiXNCED LENDING AUTHORITY FOR PRIVATE 

17 LENDERS. 

18 I'he Small BtisiTwss Act. is Jimended by inserting- after 

19 seedion 44 (ins added by sectiofi 20tf) the tbllowing; 

20 “SEC. 45. ENHANCED LENDING AUrrHORlTY FOE PRIVATE 

21 LENDERS. 

22 ”(ii) ThtOGiLVM Authorized. — T he Adtninisii-ator 

23 ijiiiy, and during a period specified m subsection (b) shall, 

24 carry out a {jt-ogram under which the Admini.strator |>er- 

25 miis hfinks and oIIku- financial in.stit,utions to proct‘.s,s, ap- 


•HR IS6,l IH 



157 


19 

1 jmm', close, and semce disastcT loans uiuicT' section 7(1)) 

2 foi- a. fee not to exceed 2 percent of the total loan amount, 

3 “(b) Pkkk»i)s DuRiNt; Wmtcii PitoaRAM Is Re- 

4 (^inRED. — Tlie prog!*am under subsection (a) is required 

5 to be carried out during the following peiioilK: 

6 “(1) Any period of an incident of national sig- 

7 nificanee (as declared by tlie President or his des- 

8 ignee). 

9 “(2) Any period during which the averagr' time 

10 for the Adniiiiistralion to approve disaster loans in 

1 1 rt'sponse to any single disaster is ;3t) days or more. 

12 “(c) E.\'t'i.Esr(>.x OF Le.voers. — I f the number or 

13 rati.' of defaults on loans proeessed, fqrin-oA’t'tl, and closed 

14 by a lender' under tbi,' ])ri,»gj-am under suli.scction (a) are 
1.5 inordinate, as determined by the .Vflmimstraim'. the Ad- 
16 rnini.strator may rk.t any one or more of the following: 


17 

“(1) Exehrdc the lender from 

particiiiating in 

18 

the [rrogram under .subseetion (a). 


19 

■‘(2) P.Kehide the lemler Prom 

l.iaiticipating in 

20 

the Preferred Lenders Program 

undiu- section 

21 

7(a)(2){( ')i ii). 


22 

‘•(d) Fai:T()i; in Preperkeo IjENDI- 

;KS litOGRAM. — 


23 In determining wlrether a Icndw is to be certified or rceer- 

24 tifc'd to pan ieij.rate in the r'rr'terTed lamders Progr-arn 
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1 vnidcr section T(a)(2)((I)(ii), the Administrator iiia}' con- 

2 sidcr as a ta(t.(>r the followiiiit; 

3 ’’(i) l^he loans processed, apjiroved, and closed 

4 by tlu^ lender nnder the progfain niMier snljvseetion 

3 (a), 

6 “(2) The participation or riun-participHtion of 

7 the lender in the proK'rain under snl)seetion (a),”- 

8 SEC. 209. DISASTER PROCESSING REDUNDANCY. 

9 Tlie Small Biisirurss Act is ann'tidctl liy inserting after 

10 section 45 (a.s atlded by .section 208) tiic followinji: 

1 1 “SEC. 46. DISASTER PROCESSING REDUNDANCY. 

12 "(a) Ix (Ienkral. — T he Admiui.stratoi- shall ensure 

13 that the Aduiini.stration has in t>i<tce a facility for disastei' 

14 loan pro(:c.ssiii^ that., whemn-er the Aditiiiiistration’s pri- 
1.3 mary fac.-iliry foi' disastei- loan proeessiny bec'omes nnavail- 

16 altle, is able to take over all disa.ster loan proeessing from 

17 that primaiy faeility witliin 2 days. 

18 “(1>) Autuokizatiox ok .VtMunti'Hi.vTiONS.— There 

19 are aiitliori>«al to be appropriated to carry out this sei'tion 

20 sucii sums as may be necessai-^’.”. 

2 1 SEC. 210. GRANT PROGRAM. 

22 Section 7(b) of tlie Small Bnsinc.ss Act (15 

23 f)d()(b)) is amendtHl by iirscrtiii'r immediately after jiara- 

24 grapli {.'5) the followinsj: 
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1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


21 

“(4) OfcVNTS TO DISASTETi-AP’PECTED SMAI.E 
Bl’SINESSES. — 

“(A) In aBNERiMi. — '!'lie Admiiiistrator 
may itiakt; a gi’arit of up to $100,()66 to « small 
hiisiiu'ss oonocni tliat— 

“(i) was located in u designated dis- 
aster area affected by disaster declaraiioii 
10176, 10177, 10178, 10179, 10180. 
10181, 10203, 10204, 10205, 10206, 
102-22, or 10233; 

“(ii) submit.s to the Administrator a 
certification by the (ovner of the concern of 
intent, to n'cstablisb flic eoneern in the 
same eonntc or parish in wliieh llie busi- 
ness was originally loi'ated, or in a. eonnty 
or parish eontigmons thereli.>; 

‘■tiii) has a]ii)lu'd for, and was rejceted 
for, a eonventional disaster as.sistanee loan 
tinder seetion 7(b), and 

“(iv) was in existence for at least 2 
years before the date on which the ap{)lica- 
blc disaster deelaration was made. 

-‘(If) PlUOinTY. — In making granls under 
tiiis |>a:ragi-aph, the AdininistraKir shall give 
pi'iority to a sniall biisitie.s.s concern that the 
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1 Adininistratoi' dcterniiries is t'conomically viahh; 

2 but ntuible to moot short-tenn obli^a- 

3 tioiis. 

4 ‘'({3) Defin'ITIOK.— In tliis iiarap’aph, tlic 

5 terai ‘disastoa-affcetod area’ nioans an area that 

6 has been desipiated by the Administrator as a 

7 disaster area. 

8 “(D) Afthokizatton of ai^pkopria- 

9 TIONK. — Theri! are authorized to in- ajjpro- 

10 jiriated for grants under this paragraph sueh 

1 1 runcis as may be neecssary,”. 

12 SEC. 211. WAIVER OF PROHIBITION ON DUPLICATION OF 

1 3 CERTAIN BENEFITS. 

14 (a) In Ob.MSRAL. — iSeetion 7(b) of the Smal! Busi- 
L5 ness Act (1,5 (J.B.d. (i36(b)) is amended by inserting im- 

16 mediately aft<:>r parap-a])h (4) (a.s added by section 210) 

17 the following: 

18 “(5) WATOitR OF PROm'Bn'FON ON Otrpj.lOA'l'lOx 

19 OF CERTAIN HENT-3PIT.S. — For any major di.sasttn- (as 

20 that^ term is defined in section 1 02 of the Koliert T. 

21 St afford Disaster Rilief and Enicrgency .Assi.stjiricf 

22 Act (42 U,S,(1. 5122)), in providing assistance 

23 under piiragraplt (1) or (2), the Administrator may 

24 waive, in wltole or in part, the iirohibitioti on the dn- 

25 plication of benefits, inc.hiding whcdluT daimigv or 
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1 destrnetiois Jias }x>on eoHipensated for b}’, credit is 

2 available from, aeti\nties arc reirnbiirsabic thr()o«:l). 

3 or binds have been made available from any other 

4 source.”. 

5 (b) AI’PUCABII^ITY and Rktroactixity fob VlO 

6 TIMS OF nFJiR;r(.*ANBS Katrina, .Rita, and Wilma. — T he 

7 amendment made by tliis section sbail ap{)Iy to any a.ssist- 

8 anee under section 7(b) of the Small Bosine.ss Act (15 

9 U.S.C’. 636(h)) pianadcd on or after .An^’ust 29, 2005. 

10 SEC. 212. INCREASE LEGISI^TIVE IJMIT. 

11 Section 7(b)(3)(E) of tin; Small Bii.siiiess Act (15 

12 TJ.S.C. 636(b)(3)(E)) is amended by striking 

13 “$l,r)0().0()0” and inserting “.‘ti3,()(,)0,0OO” both places 

14 such team Hi:)pea,rs. 

1 5 SEC. 21,'?. NET EARNINGS CLAUSES PROHIBIl-ED. 


16 Section 7 of the Small Rmsiness Act is amended in 

17 snl>.S('Ctio:n (f) by adding after itaragrajdi (4) (as added 

18 by .seetion 207) the following; 


19 

“(5) 

Net eabnini 

IS rrijAl^SES V 

'ROmHlTED.— 

20 

In inakiig 

>• loans nnder' 

seetion 7(1)), 

the Admiiii.s- 

21 

ti-ator sha! 

li not require j 

be borrower (( 

) jiay ail}' non- 

22 

amortized 

amotnit for tl 

lie fii-st ,5 yea) 

'.s after i’e|)ay- 

23 

mc'Tit begii 

. *> 

RS- - 
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1 SEC. 214. ECONOMIC INJURY DISASTCR LOANS TO NON- 

2 PROFITS. 

3 {a) Tx Gene&vl. — S ection 7 of tlte Small Business 

4 Act (15 U.S.C. 636) is amended in .snhscction (b)(2)~ 

5 (1) in till? matter preeedinfi' subparatii'aph (A)- — 

6 (A) by inserting- after “small business con- 

7 eern” the following: private nonpi-ofit organi- 

8 ziitioii,”; and 

9 (B) by inserting after “tiie eotteern” tin; 

10 tbllowing: organization,’"; and 

11 (2) in .sviiiparagrapb (D) by in.serting after 

12 “small bnsiiu'ss eoneeni.s” the following-. private 

13 nonprofit organizations,”. 

14 (b) (loNFORMixo Amexdmknt, — S uch seetioti is fur- 
l-5 tlier amended in siihse(‘tion (clloftC) by inserting after 

16 “l)usim's.s” the following; organization,”. 

17 SEC. 215. AI’PLlCANTS THAT WILI. CONSTITUTE A MAJOR 

18 SOURCE OF EMPLOYMENT DUE TO CHANGED 

19 ECONOMIC CIRCUMSTANCES. 

20 Section 7(b)(3)(E) of tlie Small Bnsines.s Act (15 

21 L'.S.O. 6:l(>(b}(3)(E)) is amended by in.serting after “eon- 

22 stitates” th(? following: or will due to elianged oeonomii- 

23 {•irenmstaner-.s eon.sfitnte,”. 
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1 TITLE III~OVERSIGHT 

2 SEC. 301. REPOBTS ON DISASTER ASvSISTANCE. 

3 Tlic Smal] Business Act is ainetKlcd by inserting aft er 

4 siH-tiun 4(> (as added In’ section 200) tin- folknvitig-; 

5 “SEC. 47. REPORTS ON DISASTER ASSISTANCE. 

6 “(a) .’V.\’NUAL Report Reqciked — N ot later titan 

7 45 days after the end ol* a fiscal year, the Adniiiiistrator 

8 shall sulitnit to the (ionnnittee on Stnnll Busine.ss of the 

9 Senate atid the Bonnnittee on Smali Busine,ss of tlie 

10 House of Represt'ntatives a r(:.■|)ol•t on the disaster a.ssi.st- 

11 aiice opi'rutions of the Adniitiistration for that fiscal year. 

12 Tlie rttporf shal]— 

13 ''(1) specity tin.' mnnlHT of Administration pt-r- 

14 .sotinel involvetl in .sneh 0 ])erati(>ns; 

15 “(2) de.serihe :iny material chanoes to tlio.se op- 

16 eratiotis. .sueli as ehange.s to l(‘chnologie.s used or lo 

17 pcrsonnt'l resptmsibilities; 

18 '‘(‘i) de.scribe and asse.^s I he efiectiveno.ss of tlie 

19 .AdntinistratioJi in responding to disaster.s dnri.ng 

20 that fiscal yeai\ inclnding' a desiaiption of tlie miin- 

21 her and amormt.s of loans made for damage and for 

22 {'(■oimnui'. Hijurv; and 

23 "( li deseribe the pliiius of file .\diniriistrarii)n 

24 for pi’epartng to respond to disa.sters during the next 

25 fiscal year. 
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1 “(h) I\X’!DKXTS OF NATIONAL Siti.NJFJOAM-E. — Du)-- 

2 mg’ tlio pcficttl of iiii iiH’idciit of tiHlioiial siimifieaiico (an 

3 cleelarwl by the I'resident or his designee), the Adminis- 

4 trator sltal), oil a monthly basis, submit to the committees 

5 specified in siihseetion (a) a reiim-t mi th(‘ disastei' assist- 

6 ance operations of the Administration wit!) respect to that 

7 incident of national .significance. I'hc refiort sliall spcci- 

8 ty— 

9 “(1) tlic mniifier of aifpliciitioiis di-strilmlwl; 

10 “(2) th(> number of application, s received; 

11 “(H) the average time for the Administration to 

12 approve or disapprove an application; 

13 “(4) the amount of disaster loan.s appi'ovi'd; 

14 “(5) the aTerage tiim- for initial dislrarsenumt 

15 of loan proceeds; and 

16 “((>) the iimonnt of disaster loan proceeds dis- 

17 bnrsial.”. 
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